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FORESIGHT 





Our sights are set in every direction. 


We look hindsight through past records 
»»» exercise foresight in providing title 
protection for you and your client . . . 
while our insight keeps title facts, past, 
present and future constantly in focus. 
This all-range vision is augmented by 
ability, experience and courtesy in pro- 
viding promptly any title information 


you desire. 


Title Insurance makes any mortgage a safer investment 





ER 
ee LAND 
ed. 


Title Insurance since 1876 
Main Office: 1510 Walnut St., Philadelphia 2, Pa. . . . Telephone, Kingsley 6-1200 


INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND AND MASSACHUSETTS 
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MBA 1956 Calendar 


April 30-May 1, Eastern Mortgage 
Conference, Commodore Hotel, New 
York 

May 10-11, Southwestern Mortgage 
Clinic, Hilton Hotel, Albuquerque 


May 14-15, Western Mortgage Con- 
ference, Fairmont Hotel, San Fran- 


cisco 


May 17, Mortgage Servicing Clinic, 
Olympic Hotel, Seattle 

May 18-19, Northwestern Mortgage 
Clinic, Olympic Hotel, Seattle 


June 24-July 7, School of Mortgage 
Banking, Courses I, II and III, 
Northwestern University, Chicago 


July 16-17, Educators Conference, 
University of Colorado, Boulder 


July 29-August 11, School of Mort- 
gage Banking, Courses I and II, Stan- 
ford University, Stanford, California 


October 8-11, 43rd Annual Con- 
vention, Conrad Hilton Hotel, Chicago 


>> AVAILABLE TO YOU: These 
MBA Certificate of Merit award 
works in booklet form to members 
without charge 


The Motel Story by Jerry B. Frey, 
Jr., The Brown-Frey Mortgage Com- 
pany, Dallas. 


Simplified Mortgage Service Ac- 
counting Procedures by John K. 
Benoit, Equitable Life Insurance 
Company of Iowa. 


Subdivision Development and Fi- 
nancing by J. Wray Murray, Com- 
monwealth Life Insurance Co., Louis- 
ville. 

Direct Placement of Industrial Se- 
cunties by Mortgage Bankers by Wal- 
ter Mahlstedt, Teachers Insurance 
and Annuity Association of America. 

Mortgage Loan Analysis of Retail 
Properties by Robert P. Russell, T. J. 
Bettes Company, Houston. 

Auditing the Loan Correspondent 
by D. R. Olson, Equitable Life In- 
surance Company of Iowa, Des 
Moines. 
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» 
S 


a builder 


who wants 


mortgage 


Judge His Experience. How long has be been 
building in this community? How many homes has 


he built? Then... 


Judge His Reliability. How have his older houses 
held up? Are they still sound and salable? Has he 
chosen his designs wisely? How’s his reputation— 
among businessmen and among the general public? 
Has he maintained a pretty steady pace, or increased 
his starts, year after year? Can he “move” his homes, 
once they are built? . . . does he know how to sell? 


If he still qualifies, then . . . 


Judge His Homes. Are they well planned, attrac- 
tive? Do they meet the needs of the people in his com- 


munity? Can he adjust his designs and his operations 










Manufactured by 


financing 


to meet changing needs of the community? Will his 
homes remain attractive and desirable a few years 
from now? Are they approved for FHA or VA finan- 
cing? The answers to these questions ought to give 


you a pretty good line on any builder. 


When you finance a United States Steel Homes 
Dealer, this investigation has already been made— 
by United States Steel Homes, Inc.—before the fran- 
chise was granted. Our requirements are the same as 
yours. Certainly you will still want to make some in- 
vestigation of your own, but you can feel sure that 
any United States Steel Homes Dealer will pass the 


strictest muster. He had to, to get his franchise. 


-_ 





UNITED] STATES STEEL 


© NOMS... 


NEW ALBANY, INDIANA - SUBSIDIARY OF UNITED STATES STEEL 
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TITLE INSURANCE SERVICE CAN BE FAST, TOO! 


Today’s fast-moving real estate transactions call for title insurance 


TITLE 


INSURANCE 
COMPANY 


> 
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service that is fast-paced. Many mortgage bankers save valuable 
time through special, made-to-order procedures that are developed 
for them by the Louisville Title organization. 


There are many advantages for you in this customized type of 
title insurance service. We are an organization old in experience— 
young in action—capable in performance . . . recognized as one of 
the nation’s leading title insurance companies. We'd like to send you 


complete information about our service. 


, LOUISVILLE TITLE INSURANCE COMPANY 


May 1956 


Appraisers, Builders, Home Buyers, and Lenders all recognize 
* 


Superior Value! 


Everyone knows that Hotpoint’s great reputa- satisfaction—year after year after year. 

tion is built on honest adherence to the highest Hotpoint kitchens and laundries can be in- 
standards of engineering, performance, manu- cluded in FHA and VA mortgages—so they cost 
facturing, and service. home buyers only a few dollars a month—far less 

That's why financing agencies give maximum than they'd pay in retail monthly payments. 

evaluation and higher mortgages when homes For all of these reasons, the inclusion of Hot- 
include Hotpoint appliances. They know that point appliances in a home works to everyone's 
Hotpoint appliances perform with maximum advantage—home buyer, builder, and lender. 


For honest value and performance, you 
can’t beat Hotpoint appliances! 


Hotpoint service standards are as 


Hotpoint manufacturing standards 


The Top Performance Hotpoint ervice technicians never stop 
ng to school The y are constantly being trained 
Tale MAAclitishilolammehi gD 


best Cota Aba tale Me lale Michele i lal-t-ialale ME sl acl a: 
Hotpoint Appliances dures and they are upplied with ervice 
relelas Medals i Meela-MEel-leltilsl-Mielals Mi alelielellalmtiale li: 


are maintained by 
Their goal is to assur performance 


HOTPOINT AUTHORIZED 1nd evaluation of Hotpoint appliances through 


the years 


SERVICE TECHNICIANS ee ee 


and expert service form ar lahelotehiolell: 


binoatior 
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Question Should all mortgages 
be insured? 


Answer Today’s mortgage 
market says— 


More and more mortgage makers and purchasers are insist- 
ing on the protection of title insurance. They find that they have only 
to require title insurance to get it. 


Title insurance, guaranteeing marketability and protecting against 
loss caused by title defects, improves your investment. Why not make 
an insured title a part of your mortgage transactions. 


In twenty states Title Insurance Company of Minnesota furnishes serv- 
ice planned to aid you. 


Tire pas Company 


125 SOUTH FIFTH STREET + TELEPHONE FEderal 8-8733 - MINNEAPOLIS 2, MINN. 








ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA MINNESOTA 
MISSISSIPPI MISSOURI MONTANA NEBRASKA NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN WYOMING 
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India’s sacred Brahman Bull is privileged to let 
others do his worrying—and take all the respon- 
sibility. Your mortgagors take on responsibilities 
for themselves, but they need confidence in a 


secure financial future. 
Your clients depend on their earning ability to 
meet their mortgage obligations. By applying a 


sound protection principle, you can help assure 


their future; and give concrete expression to your 


Continental 


CASUALTY COMPANY 





SPECIAL RISKS DIVISION 


VERY CONFIDENT! 


TAURUS the BULL 
(APRIL 21 to MAY 20) 
Business expanding. 
Initiative will 

get profit. 


interest in their important mortgage problems. 
With Continental Casualty’s Mortgage Payment 
Protection Plan you create the kind of confidence 
a mortgagor needs. . . and the kind of values you 


need for your business. 


Continental’s Mortgage Payment Protection Plan 
is easily installed, easily maintained accident and 
health insurance and available at NO COST TO 
YOU. Investigate this invaluable asset, today. 


consult your 


AGENT or BROKER 


Write nearest Branch or Home 
Office for free brochure. 


SRP-1261-A Series 
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* 310 S. Michigan Ave., Chicago 4, Illinois 
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_ Title Guarantee Service 
in 62 cities for 


safeguard them against 


title defects 


A Chicago Title Guarantee Policy protects 
your mortgage even against hidden title 


ee defects not found in the records. Should the 
ve title, as guaranteed, be questioned, 
oe Chicago Title and Trust Company instantly 
oy . takes over its defense .. . pays the full 
: cost of litigation ... and settles any losses. 
- Illinois offers no other title protection ‘: 
= with such financial strength behind it—nor : 


such long experience in Illinois real 
ee xx estate. As to prompt service, Chicago Title 
Guarantee Policies are issued locally, 

in 62 cities throughout Illinois. 


On your larger loans, we reinsure 
for title companies in other states 


Chicago Title 
and Trust 
Company 


62 CITIES 111 West Washington Street 
Chicago 2 







ight where the 


property is 'ocated 


Danville Mt. Vernon 
Edwardsville 
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Pease sets the pace with the magnificent 
BROADWOOD .. . a seven-room modern 
mansion . . . incomparably luxurious, 










lavishly proportioned, designed for the family 
RO) A D devoted to hospitality and gracious living. 


T0 Write today for “builder facts” on the entire 
line of Pease Homes, and a copy of new 


C U ce ECG 72-page Catalog. 





You can build The Broadwood as shown here, or rearrange the plan to suit customer preference and proposed site. 


PEASE HOMES 


PEASE WOODWORK COMPANY - 940 Forest Ave., Hamilton, Ohio 
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PROTECTION 


Licensed to do business in the following states: 


ansas e Florida e Georgia e Indiana e Kansas « 
Louisiana ¢ Mississippi « Missouri e Nebraska « 
a ¢ Illinois (certain counties) 





TITLE INSURANCE CORPORATION 810 Chestnut  MAin 1-0813 
of St. Louis, MeCune Gill, President 10 South Central PArkview 7-813! 








DETAILS MAKE A BIG DIFFERENCE 






EXTERIOR WALL FINISH — Red cedar 
shakes and asphaited asbestos shingle 
becker applied over asphaited felt on 
@ |-inch nominal sheathing provides o 
warm, tight home. Vertical siding is used 
on some models to create special design 
effects. in Southern models double course 
of cedar shokes is used over sheathing. 
























FLOOR SYSTEM—Fioor framing is 
2 x 8 on 16-inch centers. A double 
row of bridging providing addition- 
al strength: subfloor is nominal |- 
inch sheathing; finish floor ?54:.— 2% 
inch face select hardwood in all 
principal rooms with ¥% inch ply- 
wood elsewhere. 










ROOF TRUSSES—Aili Thyer homes with the exception of con- 
temporary models have trussed roofs. The truss provides on 
even distribution of roof load over the entire roof area. Thus 
the load is carried only by the outside walls . . . and bearing 
partitions are eliminated. 

























FRAMING—Exterior walls and interior partitions are 2 x 4 on INTERIOR WALL FINISH — 4 inch gyp- 





16-inch center with double 2 x 4 top plate. To provide added sum board with invisible joints “welded” 
rigidity for the frame, corner bracing is used in all outside with tape and gypsum cement assure a 
corner wall thot is virtually crack-proof and can 


















be decorated with one of the modern 
wall treatments. 












“Thyer fabricated units have been awarded 
Parents’ Magazine C dati eal,” 








A BIG DIFFERENCE 
IN FINANCING, TOO! 










1. 2x4 stud wall construction which puts Thyer in 
a class by itself among prefabricators, reduces 
your investment risk. 







2. Sturdy construction keeps Thyer homes perpetu- 
ally saleable, assuring full value of your mortgage. 






3. “Stop-watch” erection makes Thyer homes ready 
for immediate occupancy... assures fast dollar 
turn-over on short term loans. 







For further information, mail the attached 
coupon today. 










THE THYER MANUFACTURING CORPORATION 






. 2862 Wayne Street 515 East Yazoo Street, Dept. 12 
Toledo 9, Ohio Jackson, Miss. 
Gentlemen: 






Please have a Thyer factory representative call. 

















City. Zone State 
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SPECIALIZING 
IN SERVICE TO 
MORTGAGE 
BANKERS 


LIFE INSURANCE 
COMPANIES 


BUILDERS 
LAWYERS 


ALABAMA MONTANA 
ARKANSAS NORTH CAROLINA 
COLORADO NORTH DAKOTA 
Licensed to write FLORIDA OHIO 
Title Insurance in GEORGIA OKLAHOMA 
INDIANA SOUTH CAROLINA 
KANSAS TENNESSEE 
LOUISIANA TEXAS 
MICHIGAN WEST VIRGINIA 
MINNESOTA WISCONSIN 
MISSISSIPPI WYOMING 
MISSOURI PUERTO RICO 
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10 basic floor plans 60 Exterior Designs 





























= a och : 
e a M 
= ay Ss , , 
Ae } 
it” ce = | on 7 — : 
| - — 


= a 
Ce Poaatiful —— — + | 


— ton LOU - 
daom this One —.’ 
| L- Shaped = 
Floor Plan 


Nethandtemes 
® 


507 College St., P.O. Box 915, Piqua, Ohio * Phone 3880 
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Im 1874, when the city of San Fernando 
was formed, town lots could be bought for as little 
as $10 each. Excursion trains brought throngs 
of people from Los Angeles to look at the new 
town, and those intending to become 
residents traveled at half fare. 


Whatever it cost, 


California land is precious...be sure it’s safe, too! 


An investment in California property grows in value every year. 
This investment deserves the best possible protection. 

We have helped make California land safe since 1893. 
Throughout these 63 years of conservative management, our 
assets have accumulated to more than $44,000,000. 

Here at Title Insurance is title service that is fast, dependable, 
and low in cost...made possible by America’s 

largest staff of trained title specialists, and our complete land 
records of 12 California counties. 

Title Insurance protection is the best safeguard 

for buyers and lenders. 





Southern California’s 
Oldest Trust Company 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 


Title Insurance policies also issued in the counties of Fresno, Inyo-Mono, Kern, Orange, Riverside, San Diego, 
San Luis Obispo, Santa Barbara, Tulare, Ventura. 
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COPYRIGHT 1956, 


ARE SOUND LONG-TERM™M 


The attractive designs and practical floor 
plans of all National homes are created by 
Charles M. Goodman, AIA, the country’s 
foremost residential architect. With dozens 


of basic plans and hundreds of design varia- 


tions, our builder-dealers offer homes of 


greater salability assure continuing 


satisfaction of home ownership . . . and pro- 


tection of property values. These attractive 


ONE OUT OF EVERY 48 HOMES BEING BUILT 
1S PRODUCED BY... 


IN AMERICA TODAY 


INVESTMENTS 


designs, combined with quality construction, 
are among the many reasons why more than 
600 banks, insurance companies, building 
and loan associations and other lending in- 
stitutions—among them the largest in the 
country—invest in National home mort- 
gages. National Homes Corporation, Lafa- 
yette, Indiana. Plants at Lafayette, Indiana; 


Horseheads, New York; Tyler, Texas. 
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THE DEBTS WE’VE 





NCURRED 


Have we piled them up too high too fast? Some seem to think that we have. 
Fortune magazine, in its current issue, took the view that mortgage debt had 
reached an uncomfortably high level but the statistics upon which the conclu- 
sions were based are open to other interpretations. What draws attention to our 
debts right now is the fact that last year was indeed a big spending year—$1.63 
in personal debt incurred for every dollar of long-term savings. But, when all 
factors are weighed (growth, expanding population, etc.) it would not appear 


that our large debt is out of line. 


HE American people in their rec- 
ord spending spree last year 
added the equivalent of $1.63 to their 
personal debts for every dollar of in- 
crease in their long-term savings. 

Figures compiled from government 
and private sources show that the to- 
tal of personal debt jumped by more 
than $20 billion during 1955 to an 
estimated $147 billion at year end. 

This represented by far the biggest 
yearly increase of its kind on record, 
and it was half again as great as the 
previous peak annual rise in personal 
debt of more than $13 billion in 1953. 

[hese debt figures consist of mort- 
gages on one-to-four-family nonfarm 
homes, installment and other con- 
sumer credit, agricultural mortgage 
and non-real estate debt, and life in- 
surance policy loans. 

At the same time, accumulated 
long-term savings of individuals in 
life insurance, savings accounts, sav- 
ings and loan associations, and cur- 
rent redemption value of U.S. savings 
bonds owned by individuals, but not 
including home owners’ equities, in- 
creased by approximately $1242 bil- 
lion during 1955 to bring the total to 
an estimated $232% billion at the 
end of the year. While this increase 
was second only to the one in 1954 
as the largest for any year in the dec- 
ade since the end of World War IJ, it 
fell $8 billion short of matching the 
net amount that the people had ex- 
panded their borrowings during the 
year, primarily to buy homes, auto- 
mobiles and other durable goods. 

The records show that a rise of 
such proportions in the net debt of in- 
dividuals at the expense of savings 
occurred only once in recent years. 
That was in 1950, when the increase 
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in individuai debt for the year was 
twice that of the rise in long-term 
savings. That, however, can be ex- 
plained in the light of the special cir- 
cumstances prevailing at the time- 
the outbreak of the Korean War and 
its implications for the consumer 
superimposed on the fact that the 
people at large were still in a catch- 
ing-up period from the shortages re- 
sulting from World War II. 

Here in these recent trends in per- 
sonal debt and individual savings, 
and their relationships, is a factor 
with a direct bearing on two of the 
basic economic questions of the times: 


>> The first is whether, in the inter- 
ests of sound economic progress, the 
people have expanded their debt too 
much too fast. 


»> The second is the adequacy of the 
present level of individual savings in 
view of the big expansion of capital 
and investment needs up to now and 
the certainty that these needs will 
grow greatly in the years ahead. It 
is significant in this connection to 
note that the growth in personal debt 


exceeded that of accumulated long- 
term savings of individuals by about 
$17 billion in the last decade, and 
that since 1946 the growth of savings 
exceeded that of debt in only one 
year, 1954. 

It is a recognized economic truism 
that the soundest method of financing 
industrial expansion and economic 
growth, without paying penalties for 
inflation and all its attendant ills, is 
out of the savings of the people. Up 
to recently the record in this respect 
was encouraging. In 1954, for ex- 
ample, the people’s savings in life in- 
surance and other thrift institutions 
provided half of the new money made 
available by the capital market to 
meet the credit and investment needs 
of business and industry, home own- 
ers, and government (federal, state 
and local combined). 

In 1955, however, according to 
preliminary figures, these demands on 
the capital market expanded by more 
than a third to a total of close to 
$45 billion while the contribution 
of institutionalized savings increased 

(Continued on page 20) 

















FHA AND VA MORTGAGES FOR 
INSTITUTIONAL INVESTORS 


NATIONAL COVERAGE 


RICHARDS AND ALSTRUP. INC. 


60 EAST 42ND STREET. NEW YORK CITY | 


TELEPHONE OXFORD 7-4960 


WESTERN OFFICE: 109 EAST SOUTH TEMPLE ST.. SALT LAKE CITY 
Sr reepeeeeepenpmemneemneneeenemeneeneneenenenennnnnnnnnnE 


























FLORIDA (8 CLOSING e 





“TMT Puerto Rico,” converted LST, loads for an overseas door-to-door delivery 
trip. Newest addition to the TMT fleet of three trailer ferries and sea trucks is 
the former LSD Carib Queen, a self-propelled trailership capable of carrying 100 
giant freight trailers and 100 automobiles. 


The rapid growth of roll-on, roll-off, truck- the Bahamas, Panama, Venezuela, Colombia 


trailer ferry service is an indication of Florida’s and Mexico. 
potential as a ferryslip for Inter-American 
Each month, TMT Trailer 


Ferry, Inc., of Miami, Florida, moves over 


THIS TYPE OF ENTERPRISE IS BUT ONE 
OF HUNDREDS NOW PAVING THE WAY 


transportation. 


8,000,000 pounds of freight to Puerto Rico 
and the Virgin Islands. 


Soon, all the major republics in the Caribbean 
will be reached by truck and car from Florida. 


Next target? The Dominican Republic, Haiti, 


FOR FLORIDA’S ECONOMIC FUTURE. 
MORTGAGE DOLLARS ARE WIDENING 
THE HORIZONS IN THE SOUTHERN- 
MOST STATE A GREAT STATE 
WITH A GREAT FUTURE — NOW IN 
THE MAKING. 


STOCKTON, WHATLEY, 
DAVIN & COMPANY 


MIAMI ° 
ORLANDO bd 


JACKSONVILLE ° 
FT. LAUDERDALE e 


ST. PETERSBURG e 
PONTE VEDRA BEACH e 


KEY WEST 
TALLAHASSEE 


PENSACOLA bd 
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Serving mortgage investors throughout 
the nation. 


Mortgage originators are invited to contact 
us concerning the sale of portfolios. 


ST 


FOUNDED 1906 


MORTGAGE CORPORATION 


2900 HUDSON BOULEVARD 
JERSEY CITY, NEW JERSEY 
SWarthmore 5-2900 
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The spirit of welcome that keynotes 
Northern California’s attitude to 
new people, new business and new 
industry is one of the reasons for its 
phenomenal economic growth. 


One of the most colorful parts of 
Northern California’s rich, diversi- 
fied economy is its great wine indus- 
try. Steeped in tradition, rich in heri- 
tage, the fine wines of California are 
a symbol of quality the world over. 


NORTHERN CALIFORNIA 







| | i 
aligell Wan lolacli-te Ml MESiclilic ME. cektoMe @elliielaalle! 


HENRY F. TRIONE, President 








only slightly. As a result, the funds 
made available to the capital market 
by thrift institutions fell to little more 
than a third of the total. This is why 
more and more attention is now being 
paid to ways and means of encourag- 
ing more personal savings to provide 
the economy with the funds needed 
for continued expansion and for a 
further rise in living standards. 

While all forms of personal debt 
have increased in the last decade, the 
figures show that mortgages and con- 
sumer credit have played the dom- 
inant role 


Home mortgage debt, estimated at 
$89 billion at the 1955 year-end, was 
five times bigger than it was at the 
end of 1945. Owners’ equities in their 
homes have, of course, increased also 
but there are no figures for this. Con- 
sumer credit has risen some sixfold in 
the period, from less than $6 billion 
at the end of 1945 to more than $36 
billion last with install- 
ment debt the big factor. Aggregate 
farm debt has more than doubled in 
the decade. Life insurance policy 
loans have shown a relatively modest 
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rise, both proportionately and in dol- 
lar totals. 

As a result of recent trends, the 
total of personal debt at the end of 
1955 came to the equivalent of 63c 
of every dollar of accumulated long- 
term savings of individuals at that 
time. This was just under the pro- 
portion that prevailed between the 
two in 1940, but it compares with a 
ratio of only 25c in personal debt for 
every dollar of long-term savings at 
the end of 1945. 


>> FHA PRICES: Despite the tight- 
ening market, FHA’s on April | were 
higher for immediate delivery in the 
secondary market. The April | aver- 
age of 98.6 compares with 98.2 re- 
ported for January and February and 
with the March average of 98.4. This 
latest increase was quite general, 
FHA said. Only in the middle At- 
lantic States was the April average 
below that reported for March. 

FHA’s data come from its 71 con- 
tinental insuring offices. 





iimnliania 


5856 Wilshire Blvd. + 





“Lo 


THE COLWELL COMPANY 


OF LOS ANGELES 


... originates and services 
mortgage loans for the nation’s lead- 


ing institutional investors. Firms 


contemplating mortgage loan invest- 


ments in Southern California are 


invited to make inquiry. 


L COMPANY 
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Goop Loans AnD Bap 


The security provided by govern- 
ment-protected credit is of critical 
importance because owner-occupied 
homes now supply the security for an 


What does past experience in making mortgages tell us we may 
expect in the future as to what is a good loan and what is a 
bad one? A new study of the subject looks into the matter. 


Full amortization offers less protec- 
tion against home mortgage default 
than is commonly believed, the Na- 
tional Bureau of Economic Research 
says in its new study of urban mort- 
gage lending. 

“The much lauded feature of full 
repayment by maturity has been won 
at the price of extended maturities,” 
Dr. Raymond J. Saulnier said in the 
introduction. Moreover, “even fully 
amortized loans made shortly before 
the 1929 crash fared poorly in the 
thirties; indeed, only very little better 
than those made on a nonamortized 
basis.” 

Although government insurance 
and guaranty under the FHA and 
VA programs cover about one-third 
of the total nonfarm mortgage debt, 
the growth of this credit protection 
has also been accompanied by a sub- 
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ABSTRACTS prepared 
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stantial rise in 
The study, 
ing: 
perience, was prepared by Dr. 
Morton, chief statistician for the Na- 
tional Science Foundation. 








unprecedented share of all urban 
mortgage debt, which in turn amounts 
to over half of all the private long- 
term debt of the country. Thus a 
sharp drop in consumer income might 
have a greater impact on the financial 
structure of the nation than ever be- 
fore in our history. 

“The best experience during the 
trying years of the thirties was on 


ratios. 
Mortgage Lend- 
Markets and Ex- 
J. E. 


loan-to-value 
Urban 
Comparative 


LET THE BUSY SEASON 
CATCH YOU 
WITH YOUR “PLANTS” DOWN... 


PUTIN YORK RECORDS NOW! 


Plan now to reap the time-and-money- 
savings offered by YORK RECORDS! 


These records are pre-printed and bal- 
anced. They eliminate hours of man- 
ually transcribing the breakdowns of 
monthly payments received. Reduce 
effort and help maintain control all 
along the line. 


Also ask about York Loan Amortization 
Schedules, designed for use by borrower 
and investor, with plenty of posting 
space for the recording of payments. 
Don’t let the busy season catch you 
without York Records. Mail the coupon 
NOw! 


YORK TABULATING SERVICE 


INCORPORATED 
“Publishers of Preposted Mortgage Records since 1947” 
225 EAST CLARKE AVENUE YORK 2, PENNA. 


I'd like to have more details about the advantages of York Records. Please send 
me the booklets I have checked: 


ESCROW Agent in all [_] FREE—“Aspirin for the Mortgage Banker’s Eternal Headache.” The story 
matters involving real of York Records and Schedules. 
estate transactions. [_] FREE—*A Revolution in Mortgage Accounting.” A resume of Single Debit, 


Single Credit Systems. 
| Single Debit Mortgage Accounting Procedures- 
} Single Credit Mortgage Accounting Procedures- 


Price $1.00 postpaid. 
Price $1.00 postpaid. 
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OHIO'S 


JOHNNY APPLESEED 
Did he really exist? 


If you rise before dawn when apple 
trees burst into bloom along the Ohio 
River, you may see the faint smoke of 
Johnny Appleseed’s campfire. You 
may even discern the wraith of his 
widely-respected figure, seed-pouch by 
his side. Or so say old-timers, with 
tongue in cheek. 

Does it matter whether he was a 
benevolent donor of future apple or- 
chards or (as cynical historians assert) 
a shrewd nurseryman whose business 
prospered? Johnny Appleseed's niche 
in the hall of Americana is secure. 

Fruit trees, grain, hills and sunshine 
appropriately represent beautiful Ohio 
on the State's Great Seal. 


A “Great Seal” of the insurance business 
1S PACIFIC NATIONAL’S, below, 
token of strength, security and service 
to Agent, Broker and Assured. 


PACIFIC 
NATIONAL 
FIRE INSURANCI 


COMPANY 
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the very types of loans now most fre- 
quently protected by federal loan in- 
surance or guarantees—those secured 
by small, medium-priced dwellings,” 
Dr. Saulnier said. “The least favor- 
able experience was on those that are 
still predominantly made without such 
protection.” 

“The factor of predominant impor- 
tance in mortgage loan experience,” 
Dr. Saulnier said, is “the phase of the 
business cycle in which the loan is 
made. 

“The closer a made to a 
major downturn in consumer income 


loan is 


and in real estate values, the greater 
the chance that it will end in de- 
fault. A sustained level of ag- 
gregate income, and the limitation of 
individual loans to amounts that are 
moderate in relation to borrower in- 
come, are the foundations of favor- 
able loan experience.” 

The high on 
loans made just before the 1929 re- 
versal may have been due to a de- 
terioration in the quality of these 
loans. Further study is required to 
determine whether this is true of 
cycles generally. 

Dr. Morton’s data show that among 
the loans made in the years 1920-29 
the frequency of default increased 
with increases in contract maturity 
and in loan-to-value ratios. 


rate of foreclosure 


Lenders have not been especially 
successful in adjusting interest rates to 


compensate for differing loss rates on 
the different classes of loans. In a 
sample check. Dr. Morton found that 
differences in contract rates between 
loan categories were as often as not 
the opposite of what would have been 
necessary to adjust for differences in 
eventual loss rates. 

All the major institutional lenders 
have increased and decreased their 
holdings of nonfarm mortgages in re- 
sponse to fluctuations in the business 
cycle. Commercial banks anticipated 
the other lenders at the turning 
points. The shares of commercial 
banks and of savings and loan asso- 
ciations in total nonfarm mortgages 
have conformed most closely to the 
ups and downs of the business cycle. 
Mutual savings banks showed the op- 
posite pattern: their share cf mort- 
gages outstanding increased during 
periods of real estate distress and de- 
creased during periods of highest 
market activity. 
Urban mortgage debt has increased 

times since 1920, when it 
amounted to only 28 per cent of pri- 
vate long-term debt. It is now larger 
than the net long-term debt of the 
corporate sector of the economy. 
Urban mortgage debt has grown more 
than farm debt, and urban residential 
debt more than non-residential. There 
has been a sustained decline in the 
importance of income-producing 

(Concluded on next page ) 
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THERE’S Enoucu Money IN SIGHT 
For MortGéace Loan NEEDS 


Not too long ago mortgage men didn’t particularly concern themselves with the 
broad economic movements which, in the end, called the turn in the way their 


business went. 


They do today—if they’re wise. A case in point is the complex 


problem of the supply of mortgage money, where it is coming from and how 
easily we can get it. Mr. Patrick’s analysis is a factual report of what can 
reasonably be expected as he gave it at our SMU Conference. 


By R. B. PATRICK 


Financial Vice President, Bankers Life Company 


N THE long run, the factor that 

primarily determines the availabil- 
ity of investible funds in any year is 
how much is saved in that year. The 
amount of savings is not unlimited. 
We save a sizable portion of each 
year’s income, although we don’t al- 
ways save the same portion. The vari- 
ation between years is significant. For 
example, individuals in the United 
States saved almost 8 per cent of their 
disposable personal income from 1951 
through 1954. But in 1955 they saved 
less than 6 per cent, a decline of ap- 


property as compared with owner- 
occupied shelter. 

The one- to four-family house (a 
predominantly owner-occupied cate- 
gory) accounted for 70 per cent of 
all nonfarm mortgage debt in 1953. 
In 1925 it accounted for only 50 per 
cent. 

All these changes in urban mort- 
gage lending, Dr. Morton said, “have 
shifted major risks from the spender 
to the saver, from the younger to the 
older age groups, and—in general 
from the present to the future.” 





Now Available . . . Directory of 
American Savings and Loan Associations 


This is truly an investors’ encyclo- 
edia! First complete directory of 
avings and Loan Associations covering 
all 48 states and the District of Colum- 
bia. Over 6200 entries. Listings alpha- 
betically by State and City, name of 
Association, location, key officials, as- 
sets, memberships in Federal agencies. 
232 page cloth bound volume. $25 post- 
paid. 10% cash discount. Sample page 
on request. 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 











proximately 25 per cent. In many so- 
cieties one of the greatest deterrents 
to progress is the inability or unwill- 
ingness of its members to save. 

What determines this rate of sav- 
ings? What has been the trend in 
the rate, and has the supply been ade- 
quate to satisfy the demand for capi- 
tal formation? 

It appears that probably the most 






Southern 


Statistical 





IN OUR 8th YEAR 


“Tabbed” Schedules 
Save Posting Time... 


important factor determining the rate 
of savings is current income, although 
past income, liquid assets and, to 
some extent, future income prospects 
are also determinants. You may be 
surprised to learn (I certainly was) 
that the rate of savings in the long 
run in this country has been declining. 
Research reveals that, in spite of a 
long rise in real product per capita, 





says George Dirks of McCord-Dirks Mortgage Co. in Indianapolis 


“Now we make a double-checked post- 
ing of ledger card, remittance report, 
journal and customer's receipt in one 
operation." 

Accurate tab forms are always in plain view 
for ready reference. Saves from 25 to 30 per 
cent of cashier's time formerly used search- 
ing files for pre-posting information. 


Write for sample forms and prices today 


SOUTHERN STATISTICAL COMPANY, DEPT. 5M, MEMPHIS 3, TENN. 
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the proportion saved actually declined 
from 13.8 per cent of the national 
product for the 50-year period from 
1860 to 1908 to 8.3 per cent for the 
10-year period from 1909 to 1948. 


Was this because savings could not 
find sufficient investment opportuni- 
ties or was it because in a dynamic 
economy the pressure for higher con- 
sumption levels resulted in a constant 


to declining savings proportion? 

Che period since the Civil War was 
one of dynamic expansion and growth 
in the economy and probably not one 
lacking in investment opportunities. 
Although it is difficult to 
opportunities 


prove, in- 


vestment were more 
likely in excess of the available supply 


But 


to improve living standards appar- 


of savings the American desire 
ently resulted in a fairly constant sav- 
ings proportion and a rising consump- 
ion 


proportion as real product per 


capita increased. 
If this is a national characteristic 
then it is not likely that the savings 


proportion will rise in the foreseeable 





future. It is wrong to support long- 
period interpretations and conclusions 
with the short-period evidence since 
World War II but the tendency in 
the years ahead may be for the sav- 
ings proportion to decline slightly as 
full employment and mild inflation 
stimulate higher consumption expen- 
ditures. The future tendency may be 
an even more eager pursuit of a 
higher standard of living at the ex- 
pense of a declining savings ratio. 


Savings Never Exceeded Demand 


My own opinion is that over the 
long period of national growth, sav- 
ings have never exceeded the dermand 
for them. It has been extremely easy 
bank credit that has given such ap- 
pearance during certain periods. 
furnish 
for 


Commercial banks the 
and credit the 


day-to-day operations of our great in- 


money necessary 
dustrial and commercial system. They 
finance the growth in inventories, in 
accounts receivable, in consumer 
credit, and facilitate countless trans- 


actions on an interim basis. Of course. 





the amount of bank credit can be 
quickly expanded through the federal 
reserve system—and it can be con- 
tracted. This expansion and contrac- 
tion in a modern society is the re- 
sponsibility of the central bank—in 
our country, the Federal Reserve Sys- 
tem. Generally speaking, if economic 
activity is growing at a sustainable 
rate, bank credit is expanded to meet 
the needs of the growing economy. 
Also, if plant, equipment and man- 
are idle, bank credit is not 
merely expanded but is made abun- 
dant. We refer to such a situation as 
one of easy credit. 

On the other hand, if 
activity is developing at a rate which 
is not sustainable or if excesses in the 
use of bank credit are occurring, then 
such credit is contracted. If this is 
done drastically we refer to the situa- 
tion as one of tight credit. Tight 
credit and easy credit are relative 
terms and are frequently misused. In 
fact, we became so accustomed to a 
steady expansion of bank credit dur- 
ing the late war and until 1952, and 


power 


economic 
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the accompanying inflation, that any- 
thing less than that is referred to as a 
tight credit situation. Actually most 
of the time since 1952 bank credit has 
been expanded as needed to keep pace 
with the growth in business activity. 
Generally capital demands have been 
supplied from savings. 

Bank credit is not a source of per- 
manent capital. It cannot be the ul- 
timate basis for home building, plant 
construction or any permanent invest- 
ment. It can be used on an interim 
or temporary basis to facilitate any of 
these projects. However, as bank 
credit is readily expandable whereas 
savings are not, there is constant pres- 
sure to misuse it. In 1955 we saw 
home building expand at an unsus- 
tainable rate through the issuance of 
standby commitments and _ various 
plans to warehouse mortgages. Not 
long ago FNMA sold short term secu- 
rities to purchase long term mort- 
gages. To the extent that these short 
term notes are bought by _ banks 
FNMA is operating on bank credit. 

Here are several current uses of 
bank credit that have considerable 
bearing on the mortgage market, and 
should be considered carefully. 

Standby commitments are so named 
because the issuer doesn’t really ex- 
pect to have the loan delivered to 
him. Such commitments are issued 
principally by large banks although 
some have been issued by insurance 
companies and savings and loan asso- 
ciations. A charge is made for this 
umbrella holding and the take out 
price is set well below the expected 
market. I believe such arrangements 
are confined to FHA and VA loans 
because they are relatively riskless. I 
have heard of none of importance in- 
volving conventional loans. Such a 
plan is attractive to the issuer because 
of the fee received and possibly be- 
cause it enables him to secure the 
construction financing. The builder 
must enter such arrangements only 
because satisfactory credit on a per- 
manent basis is not available. Other- 
wise, why speculate on the future 
market for mortgages? These com- 
mitments can be helpful in smoothing 
out irregularities in the flow of sav- 
ings to the market but they can also 
become a real problem, as they did 
last year, when by any standards they 
reached excessive proportions. 


Now consider the related mortgage 
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It is usually some long-past defect or over- 
sight in examining a title which “catches 
up” with the property owner or investor — 
unless his interests are adequately protec- 


ted by title insurance. 


A “search” to us means tracing the title 
chain to its origin —. To the banker who 
invests in mortgage loans, a TG&T policy 
guarantees against loss caused by undis- 


closed title irregularities. 


When making a loan secured by real prop- 


. 


erty, avail yourself of our generations of 
experience — the facilities and resources of 


our eleven ably staffed offices. 


TITLE GUARANTEE 
a and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 


TITLE INSURANCE IN NEW YORK, NEW JERSEY, 
CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
litle insurers in many other states 
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market development known as ware- 
housing. Under the prosaic term of 
interim financing, it has long been a 
banks performed for 
mortgage their 
spondents. Customarily, the bank ad- 


service have 


investors and corre- 
vanced funds to build or complete the 
purchase of a property. Then as soon 
as the loan was ready for delivery the 
investors accepted and paid for it. 
Obviously this is a service that a com- 
mercial bank can perform advanta- 
geously, especially for a distant inves- 
tor. Recently, however, arrangements 
were made by investors to have mort- 
held for them 
types of agreements for periods up to 


gages under various 


several years past the date when the 


mortgage is ready for delivery. 


This is a far different situation from 
a bank advancing credit to facilitate 
and documenting of a 
mortgage and should not be confused 
with it. This is simply using bank 
credit to make loans where otherwise 


the closing 


the loan could not be made. It is 
obvious that if the permanent lender 
had the funds on hand 


arrange for bank credit 


he wouldn't 
Again, most 
of these transactions are confined to 


FHA and VA loans. 


Understandably 
like 


cause they receive a good rate of in- 


banks 


arrangements be- 


commercial 
warehousing 
terest for a loan secured by govern- 
ment guaranteed paper. There is very 
little risk anyway because perform- 
another, ulti- 
mately rests on a credit-worthy finan- 
cial institution. 


turn 


ance, in one way or 

These institutions in 
praise warehousing because it 
creates a pool of mortgages always at 
hand to meet their needs. Of course, 
the traditional interim financing cre- 
ated a pool, too. It just wasn’t as big 
Also, most warehousing ar- 
overiding 
spread between interest rates for the 


a pool. 
rangements result in an 


permanent investor. Naturally, most 
mortgage correspondents enjoy hav- 
ing their principals undertake ware- 
housing plans because it serves im- 
mediately to increase their mortgage 
However, this is a one-time 
event while the so called pool is being 
filled. After that the same old routine 
prevails until the investor decides that 
the pool is too large or he no longer 
Then a less than 
normal amount of mortgages will be 


volume. 


wants one at all. 


made 


By now, it will be seen that this is 
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little different 
ventory problem. 


from the age-old in- 
When inventories 
are being accumulated most everyone 
is optimistic and the outlook is a 
happy one. But when inventories are 
being reduced, pessimism and unhap- 
piness prevail. Thus, to the extent 
that take-out commitments and the 
related device of warehousing become 
excessive the swings that occur in the 
mortgage market are accentuated. 


Everyone Likes the Upside 


rhe insidious part of these schemes 
is that we all like the upward swing 
because loan volume is increased and 
frequently mortgage prices are rising. 
like the downward 
but come it must, as excesses 
have to be are 
prepared (as few of us are) to accept 
inflation. Last 
creases in construction costs were oc- 
curring and the federal reserve was 
forced to take curtail un- 
expansion based on _ bank 
credit. Those who follow the money 


Of course, few 
swing: 
corrected unless we 


continuous year in- 


steps to 
sound 


market closely were aware that con- 


serve curtailed this credit to slow 
down growth trends that had reached 
unsustainable rates. 

At the same time the federal re- 
serve took a dim view of mortgage 
warehousing. Caught in this money 
market squeeze were many building 
ventures backed only by standby com- 
mitments. Subsequently, many a 
standby price which looked a bargain 
twelve months earlier was accepted 
to secure a permanent investor. Also 
I suspect that many an investor was 
taking loans from his warehouse in- 
ventory that could have been bought 
more cheaply currently. 

All of this was brought about be- 
cause builders, mortgage bankers, and 
lenders endeavored to operate in ex- 
cess of available savings. Regardless 
of the reasons or justification given 
for these operations they had reached 
a point of serious abuse. None in- 
volved liked the corrective measures 
necessary to bring the money market 
again into balance. Unfortunately, 
there is no painless way to correct a 
financial hangover. Like the better 





sumer buying and home building known type, it must be endured for a 

were, to a significant extent in the spell. Many refuse to accept this ap- 

spring of 1955, the result of bank proach and look about for hangover 

credit. Step by step the federal re- remedies. (Some of these are em- 
We invite inquiries 
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bodied in suggestions currently being 
made to Congress. ) 

Having considered the role of sav- 
ings and the role of bank credit in 
capital formation, we can now take 
a careful look at the entire capital 
market. 

Let me observe parenthetically here 
a fact that must be recognized in any 
proper evaluation of the mortgage 
market: Namely, that a large and 
growing proportion of home mortgage 
loans involve very little risk to the 
builder, the borrower or the lender 
but a great deal of risk to the federal 
government, and that is, to all of us. 
A builder, unless he builds expensive 
homes, has little if any cash invested 
in a project when he secures an FHA 
builder’s commitment. Typically, he 
doesn’t even pledge his good name 
as he operates through a_ building 
corporation with few or no assets. 
Furthermore, the lender has only a 
small risk on FHA loans and almost 
none on VA’s. 


If anyone doubts this, observe care- 
fully the risk-taking techniques, or 
lack of them, of an increasing number 
of mortgage lenders. Consider the risk 
taken by the borrower. Certainly it 
is very little on minimum down pay- 
ment VA or FHA loans. True, he 
signs the note, but this does not mean 
much in many states. Hence, we must 
conclude that the real evaluation of 
risk is becoming the responsibility of 
government agencies. This introduces 
an artificiality and rigidity to the 
mortgage sector of the capital market. 

Unfortunately, people engaged in 
a day-to-day mortgage operation are 
apt to overlook the fact that the mort- 
gage market is only a part of the 
capital market, and that the capital 
market is a shifting and fluid frame- 
work of relationships between lenders, 
borrowers and savers. One reason for 
this tendency to ignore the close re- 
lationship of the mortgage market to 
the general capital market is that the 
mortgage market has many local as- 
pects. In many areas of the United 
States, particularly the smaller cities, 
an important part of the supply of 
funds for mortgage investment comes 
from local savings institutions. Bor- 
rowers in these areas are apt to re- 
gard the availability of funds for 
mortgage investment as a local matter. 

(Continued on page 56) 
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Florida—long acclaimed as the land of sun-filled vacations— 
is also a state rich in natural resources and expanding 
industries. During the past several years, Florida’s West 
Coast has seen many new industries take advantage of the 
opportunities and resources offered by the Sunshine State. 
And with these industries come housing developments, shop- 
ping centers and entertainment facilities. 


Because Florida’s expansion is based on a solid, balanced 
economy, mortgage investors realize that it is a very sound 
investment. The First National Bank of Dunedin has 
offered mortgage service to out-of-state investors for 18 years 
—it is currently servicing 24 million dollars in FHA, VA, 
and conventional mortgages. Your inquiries are invited. 











BANK of DUNEDIN 


DUNEDIN, FLORIDA 
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QV stinet 


Differs 


The eagle and the robin are easily distinguished 
—not only because of their great difference in 
size but also because of their different charac- 
teristics. 


There are distinguishable differences between 
title insurance companies, too—important dif- 
ferences, not only in strength and protection 
but also in service and reputation. 


In the national title insurance field, Lawyers 
Title is outstanding in many ways and par- 
ticularly in the amount and character of assets 
available for the protection of policyholders. 


Lawyers Title is larger, financially, than any 
other company engaged exclusively in the title 
business. Its policies are readily accepted by 
investors throughout the nation. 


They know ... 


THERE 1S NO BETTER TITLE INSURANCE 
THAN A POLICY ISSUED BY 


TITLES INSURED THROUGHOUT 43 STATES 
THE DISTRICT OF COLUMBIA, PUERTO RICO 
AND HAWAII 


NATIONAL TITLE DIVISION OFFICES 
Chicegeo New York 
BRANCH OFFICES IN: 


lawyers Title 


Akron, O Detroit, Mich Norfolk, Vo. 

Atlanta, Ge Flint, Mich. Pittsburgh, Pa 

Auguste, Ga Freehold, N. J Pontiac, Mich. 

Birmingham, Ala Grand Rapids, Mich Richmond, Va. ~ 

Camden, N. J. Macon, Go Roanoke, Va. - - + : 
Cincinnati, O Marietta, Ge. Sevannah, Ga. NSul ANCE ( | \ YT raul On 
Cleveland, O. Miami, Fle. Springfield, tI. « C MY 

Columbus, Ge Mount Clemens, Mich. Washington, D. C. 

Columbus, O. Nework, N. J. White Ploins, N. Y. 

Dallas, Tex. New Orleans, La. Wilmington, Del. 

Dayton, O Newport News, Va. Winston-Salem, N. C. . ) } 

Decotur, Ge. New York, N. Y. Winter Haven, Fic. eleiite ( bat Se - Rix araarelate. iecaiiite 


REPRESENTED BY LOCAL TITLE COMPANIES 
IN MORE THAN 200 OTHER CITIES 
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“WVlortgage Banker 


ANY EASIER CREDIT TERMS WILL 
ONLY END IN INFLATION 


XCEPT for an occasional adjust- 

ment, we have enjoyed a vir- 
tually continuous boom, which has 
gross national product 
from $209 billion 
in 1946 to the 
mark of $400 bil- 
lion at present. As 
a result, we have 
seen by all odds 
the greatest and 
perhaps the most 
stable real estate 
prosperity in his- 
tory. 

There is 
evidence that prosperity will continue 
in the year ahead, although since 
much of the slack in the economy has 
been taken up, we cannot expect 
gains like those of the last year and a 
half. 

The maximum advance in real out- 
put over the coming year will prob- 
ably be around 3 per cent. Allowing 
for adjustment in some industries, the 
actual advance is more likely to be 
around 2 per cent—but this is cer- 
tainly discouraging news. An 


driven our 





Carrol Shanks 


every 


not 


added 2 per cent on top of the pres- 
ent economy will be a gain of sub- 
stantial proportions. And since in- 
come is one major governing factor 
in the real estate market, and popula- 
tion is another, the outlook, with both 
these factors on the rise, is certainly 
optimistic. 

Some still see a decline in business 
activity during the last half of 1956, 
but those who expect this tapering- 
off comprise a diminishing group. 
With all this optimism, however, we 
cannot sit back and assume that we 
have no potentially serious problems. 

We face a possible problem in the 
government’s monetary and credit 
activities. Continuing prosperity 
throughout this year—and beyond 
depends heavily upon monetary and 
credit problems being handled with 
intelligence and good common sense. 
This is always important, but it is 
even more important in boom times. 
The safest thing to do with a boom, 
if we are to avoid a subsequent de- 
pression, is to control it, not let it 
mount until it tops out. 

The sound policy of credit restraint 


By CARROL M. SHANKS 


followed during 1955 contributed 
greatly to the effective control and 
stability of our present situation. A 
year and a half ago there was wide- 
spread belief that a revival from the 
minor adjustment then under way 
could not be achieved without direct 
action on the part of the Government, 
and considerable pressure was put on 
the Administration to “do something” 
something that meant increased 
Federal spending, more subsidies, an 
unbalanced budget, and an easier 
monetary and credit policy. Long 
after the recovery was progressing in 
late 1954, monetary authorities were 
still being criticized for modifying 
their former “actively easy” policy. 
Fortunately for us, recent govern- 
ment policy has been to provide a 
favorable atmosphere for business ad- 
vance without attempting to force it. 
As a result, pressures for economic 
stimulants have been resisted. Our 
economy, with its amazing resilience 
and basic strength, recovered by itself. 
It surged upwards, during the past 
year, in a way that surpassed even the 


most optimistic predictions. This 


We've had the greatest, and perhaps the most stable, real estate prosperity in history— 


which probably explains why some are shaking their heads now, feeling, apparently, that anything 


so good can’t be exactly right. But not Mr. Shanks. Probably as much as anyone else 


in the country, he has to be on firm ground as far as investments in and loans on 


real estate are concerned. Looking ahead, he thinks real estate is going to have an easier time 


getting the funds it needs than any of the other users of capital—but he also has some 


important reservations. The personal income tax burden is becoming more and more a heavy burden. 
People must be inspired to save more. It’s one of the really significant facts about today: people 


are not saving in anything like the proportion they formerly did. And everyone better cut 


out this clamor for easier and easier credit terms; trouble is ahead if they don’t. 
Mr. Shanks is president of The Prudential Insurance Company and voiced these observations before 


members of the New York Society of Real Estate Appraisers. 
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course of events has demonstrated 
clearly that those who demanded im- 
mediate all-out government action in 
1954 were crying “wolf.” Had their 
urgings been heeded, we would have 
experienced violent inflation during 
1955, and the runaway situation could 
by now have plunged us into a sharp 
business downturn. 

In the will be 
calls the 


basis that only the easiest credit can 


year ahead there 


more for easier credit, on 
maintain vitality in—for example 
the building field. Liberalizing credit 
to the danger point is unnecessary 


and in my estimation would prove 
ineffective. Thirty-year terms with 
small down payments in the home 
mortgage field, and no down pay- 
ments with three years to pay in some 
other fields, leave litthke more room 
for credit incentive. 

This brings us to another poten- 


tially serious problem: How to keep 
the consumers buying. 

Prosperity is the end result of the 
high spending rate of consumers and 
it would disappear quickly if con- 
sumers stopped buying. We are par- 
vulnerable to a change in 
consumer psychology because a sub- 


ticularly 


stantial proportion of consumer pur- 


chases are for luxuries—or at least 


non-necessities—which can be _post- 
poned with little or no hardship to 
the buyer. A 


car today, or he 


buy a 
year 
the chances are his old car will hold 


man can new 


can wait a 
out. He can get new golf clubs, or 
not, as he sees fit. He can renovate 
his home now, or he can wait a year. 
And the 
tively easy credit is a factor in what 
the 
whether or not he has sufficient con- 
fidence in the future to take money 
out of the bank, to cash in defense 


while availability of rela- 


he does, basic consideration is 


bonds, or to go into debt, to satisfy 
Confidence, not credit, is 
factor. We 

confidence. 


his desires 


the decisive must main- 


tain consumer 

he sound and fury and increased 
political pressures of this election year 
may bring about additional problems. 
There will be demands to open forced 
drafts on the economy in an effort to 
insure prosperity on a temporary basis 
which I hope 
the government will continue to re- 
Concurrently, there will be at- 
tempts by some politicians to con- 
vince voters that our prosperity is 


for political purposes 


ject. 
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fragile and fleeting. If we don’t fall 
victims to one or the other of these 
political traps, confidence should re- 
main at a high level and the economy 
should continue to forge ahead. Does 


force, and prices would be sky-high. 


Ten years from now, net new 
equity financing alone will require $6 
billion a year in new additional 


funds. This is almost $4 billion more 


“These future demands (for growth and expansion) 


represent far more money than can come from sav- 


ings if the public continues to save at the rate which 


has become more or less established in recent years. 
People would have to save at twice the rate of saving 
in 1955. Without enough savings, the money would 


have to be 


commercial banks or from the government 


created 


it would have to come from 
and 


devastating inflation could result if the deficiency is 
large enough. The growth of our economy year after 


year requires a moderate creation of money through 


the banking system. This moderate expansion of the 


money supply is sound, and in fact is necessary for 


the proper development of the economy. But, if we 


rely on the banks not only to accommodate the growth 


of our economy but also to take the place of positive 


savings, then we are certainly headed for inflation.” 


this mean we can comfortably sit 
back and expect prosperity to con- 
tinue indefinitely? 

We certainly can’t. 

To keep our economy moving for- 
ward will require a tremendous invest- 
ment—vastly larger than any nation 
has ever provided. It can come only 
from increased savings—and to get 
these savings will require skillful man- 
agement of the economy. 

Continued prosperity exacts a price 
in the courageous and intelligent han- 
dling of several problems. If we don’t 
pay that price, we will fall short of 
the goal. 

The investment required for every 
industrial worker averages about $13,- 
000. In some industries with high- 
efficiency equipment, it runs as high 
as $80,000 per worker—and it is 
going up at an accelerated pace. In- 
creasing production demands, which 
can be met only with the aid of new 
facilities, automation, atomic energy 
and all electronic devices, 
require staggering investments. It has 
been conservatively estimated that if 
we now had to produce the necessary 
goods and services with the equip- 
ment and facilities we had at the 
close of World War II, we would be 
10 million men short in our work 


sorts of 





than the current net investment in 
equities. It is more than three times 
the annual equity new fund demands 
in the years 1946-1955. 

By 1965, the total annual demand 
for net new debt and equity funds will 
probably be about $70 billion. The 
total demand for net new funds in 
1955 was $44 billion. 

That means more than a 50 pet 
cent increase in ten years, which is 
a very big order. 

These future demands represent far 
more money than can come from 
savings if the public continues to save 
at the rate which has become more 
established in years. 
People would have to save at twice 
the rate of saving in 1955. Without 
enough savings, the money would 
have to be created—it would have to 
come from commercial banks or 
from the government—and devastat- 
ing inflation could result if the defi- 
ciency is large enough. The growth 
of our economy year after year re- 
quires a moderate creation of money 
through the banking system. This 
moderate expansion of the money 
supply is sound, and in fact is neces- 
sary for the proper development of 
the economy. But, if we rely on the 
banks not only to accommodate the 


or less recent 




















growth of our economy but also to 
take the place of positive savings, 
then we are certainly headed for in- 
flation. Inflation is a form of “forced 
savings.” But it is a particularly cruel 
and unjust form of savings because it 
hits hardest the most defenseless peo- 
ple in our society, and forcibly takes 
money away from them with no pros- 
pect of any return. 

During the past ten years there 
has been only one year in which sav- 
ings have been sufficient to meet the 
total demands for debt and equity 
funds. We have lacked as much as 
$10 billion in several of the 
Ten billions is at least twice as much 
as is safe. Yet, if our rate of savings 
doesn’t increase, the deficit in a few 


years. 


years can and will be much more 
than $10 billion. 
The estimated $70 billion annual 


need for funds by 1965 is not on the 
high side. If anything, it is conserva- 
tive. If the goal of 2,000,000 new 
homes a year is reached by 1965, we 
will need an added $20 billion a year 
for this purpose alone. When it is 
contemplated that $5 billion is being 
spent each research, 
of it aimed at ways to improve pro- 
duction and cut costs, or at the devel- 
opment of new products, you can see 
that the installation of needed new 
equipment, new facilities and new 
processes to capitalize on the research, 
will require vast investments. 


year in much 


But there is another, less obvious 
which will tend to strain 
our supply of savings. This is the 
pressure on our diminishing natural 
resources. 


pressure 


It is a matter of record that we 
are draining our supply of many nat- 
ural and fear that 
their eventual extinction will create 
incredible difficulties. Our produc- 
tion machine requires at least 24 per 
cent and as much as 85 per cent of 
the free world’s supply of such re- 
sources as petroleum, rubber, iron 
and similar products of the earth. 
With 10 per cent of the free world’s 
population, we use almost as much 
lead, zinc and copper as the rest of 
the non-Communist world combined. 
Our per capita use of water—largely 
because of the vastly increasing in- 
dustrial need for water—has_ been 
estimated as 22 times that required 
in European cities. 


resources, some 


It seems to me 


that engineers and research generally 
can be expected to provide substi- 
tutes for most of these resources, 
probably in time to prevent critical 
shortages, but in the meantime the 
costs of securing and developing these 
resources will rise materially Finally, 
development and production of sub- 
stitutes will require huge investments. 
If sufficient investment funds 
available, the reduced supply of these 
commodities will not 
cripple us, although growing scarcity 
will certainly raise prices and can 
contribute to inflation. 


are 


necessarily 


A high rate of savings is therefore 
of critical importance. 

What are our chances of getting 
enough savings to meet these mul- 
tiplying requirements ? 


The first source of savings avail- 
able for capital investment consists 
of undivided profits — plowed-back 
earnings which, in effect, are indus- 
the postwar 
period, these savings have grown be- 
cause of the high rate of corporate 
earnings. In 1954, for example, cor- 
porations reinvested about $8 billion 
Retained earn- 


. ; 
try’s own savings. In 


of their own money. 


“The question is 
in ten years? If not, what does this mean to the real 


managements have been overthrown 
in an effort to secure a larger pro- 
portion of profit to stockholders. 
Both of these demands are inevit- 
able, and in many cases both are 
justified — but necessarily they will 
result in smaller corporate reinvest- 
ment, and an increased demand will 
be placed on other, outside sources. 
A prime source of outside invest- 
ment funds in the country today is 
the insurance industry. During 1955 
life insurance companies added more 
than $6 billion to their investment 
holdings. This was over and above 
the large amount of investment nec- 
essary to keep at work the amortiza- 
tions and repayments on their pre- 
$3 billion of this 


mortgages. 


vious holdings. 
new money went ? into 
This insurance company contribution 
was about 14 per cent of the new 
money requirements last year — but 
it would meet only about 8 per cent 
of the total 1965 requirements. 

funds have increased to 
where they are running 
the insurance companies, 


Pension 
the point 
second to 


and their greatest acceleration lies 
ahead. 
The mutual funds are growing, 


can we double our rate of savings 


estate business? In general, the outlook is good. Take 
the home market, for example. It is true that family 


formations are not 


likely to increase substantially 


during the next few years, but the desire for better 
living standards, which has resulted in the purchase 


of so many new homes in recent years, shows no 


sign of abatement. For some time to come, at least, 


we can expect peopie to have sufficient confidence 


and income to continue to go into mortgage debt for 


newer, 


better homes. 


Present terms, while not as 


liberal as they were, are certainly liberal enough to 


permit most people who want new homes to buy them.” 


ings of this sort will probably con- 
tinue to be substantial in the future, 
although there are some reasons to 
expect a decline from recent rates 
of reinvestment. For one thing, labor 
costs are increasing and there is no 
reason to believe they will not con- 
tinue to increase. For another, the 
pressure for increased dividends has 
been growing, and in some cases 





and these will provide an increasing 
amount of money. 

Savings banks, and savings and 
loan associations, are increasing their 
contributions to the pool of invest- 
ment capital. 

But unless something is done, un- 
less thrift is promoted more effec- 
tively than ever before, all of these 
savings devices put together will fall 
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short of activating enough savings 
to keep abreast of needs. 

A step toward increasing invest- 
ment funds may lie in the direction 
of developing and inventing new 
ways to encourage savings. New 
methods do not seem to cut mate- 
rially into the established devices; 
generally they provide added incen- 
tives for savings, and their fresh 
appeal attracts the attention of peo- 
ple who are not attracted by present 
savings devices. More people save, 
and people save more. Creating a 
variety of ways to save money is 
something like developing a shopping 
center, where a complex of stores 
draws a crowd and results in all of 
the stores, even the competitive ones, 
doing more business than they would 
do if they were isolated. 

A factor of considerable and 
mounting importance in the savings 
problem is our excessively high in- 
come tax rate. There can be no 
question but that high income taxes 
interfere with savings, and if some 
of the reasons for high income tax 
were stacked up alongside the disas- 
trous results of too few savings, high 
income tax rates would look more 
unwise than ever. 

The question is—can we double 
our rate of savings in ten years? If 
not, what does this mean to the real 
estate business? 

In general, the outlook is good. 
Take the home market, for example. 
It is true that family formations are 
not likely to increase substantially 
during the next few years, but the 
desire for better living standards, 
which has resulted in the purchase 
of so many new homes in recent 
years, shows no sign of abatement. 
For some time to come, at least, we 
can expect people to have sufficient 
confidence and income to continue 
to go into mortgage debt for newer, 
better homes. Present terms, while 
not as liberal as they were, are cer- 
tainly liberal enough to permit most 
people who want new homes to buy 
them. 


Look at the industrial field: Indus- 
trial building and commercial build- 
ing in 1956 is certain to establish 
new records. The multi-million, in 
some cases multi-billion dollar ex- 
pansion programs already announced 
by leading business corporations will 
require real estate and construction 
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activity not only for industrial 
buildings, but for increasing office 
space in metropolitan areas as well 
as in areas immediately surrounding 
the organizations concerned. This, 
in turn, means more employees, more 
transferees, more people moving from 
one place to another—and stepped- 
up real estate activity. 

Land improvements represent an- 
other promising market because land 
is growing so critically scarce in the 
cities that there is a substantial and 
growing trend toward the construc- 
tion of larger and better apartments, 
for example, and newer, more mod- 
ern commercial buildings, industrial 
plants and office buildings. 


We must add to this capsule re- 
view of the situation, the fact that 
some new devices have been per- 
fected and are being widely used in 
the real estate financing field—such 
developments as leasehold loans, and 
purchase-leaseback transactions. 


Real Estate Will Fare Better 

Stable residential construction and 
growing commercial and _ industrial 
construction over the coming years 
will require increased funds, so that 
the problem of increasing savings is 
just as important in the real estate 
area as in any other. But, even 
though there is likely to be a short- 
age of overall funds, I think this 
shortage will be felt much less acutely 
in the real estate area than else- 
where. There are several reasons 
for this: 


>> First, savings banks and savings 
and loan associations are acquiring 
more funds, and they will invest in 
mortgages come what may. It is their 
business. 


>> Second, other major lenders, like 
the insurance companies, besides lik- 
ing and having faith in the mortgage 
business, maintain large, widely dis- 
tributed organizations geared exclu- 
sively to making and servicing mort- 
gages. It is important that these 
organizations be given the necessary 
continuous flow of funds to work 
with. As a result, the needed funds 
are likely to be allocated to this type 
of business with other investments 
taking what’s left. In our case, we 
not only allocate the largest part of 
our investment funds to mortgages, 
but we allocate the mortgage funds 


geographically on a national scale so 
they will be available where needed. 


>> Third, mortgage loans—both ur- 
ban and rural—are profitable and 
dependable. These are important 
factors when lending organizations 
have policyholders or stockholders to 
answer to—and all of them have one 
er the other. 


The fact that real estate and build- 
ing groups will have less trouble than 
most others who need investment 
funds does not reduce the magnitude 
of the overall problem of possible 
money shortage. 


What can be done about this situ- 
ation? I don’t know a complete an- 
swer, but I think I know some direc- 
tions in which to look for solutions: 


>> Something should be done about 
personal income taxes. Tax money 
comes out of savings and thus reduces 
the funds available to finance our 
necessary future capital equipment. 
When it is used unwisely by the gov- 
ernment—which it sometimes is—it 
contributes to inflation. This under- 
mines the very foundations of the 
economy. There is also another fac- 
tor to consider: we are in the para- 
doxical situation of having to main- 
tain individual consumer spending to 
preserve prosperity, and yet increase 
personal savings to finance expansion. 
An increase in savings while main- 
taining a high rate of consumer buy- 
ing indicates that taxes must absorb 
less personal income. 


>> People must be inspired to save 
more. This can be helped by devel- 
oping new ways for them to save 
ways that will attract new people to 
saving, and attract additional savings 
from the already established savers. 
Also, the existing savings devices and 
institutions—insurance companies, 
banks, savings and loan groups, mu- 
tual funds, pension funds, etc. 
must redouble their efforts to sell 
themselves to the people. 


>> Private interest groups should not 
clamor for easier credit than is rea- 
sonable or necessary, since too-easy 
credit can only end in inflation, which 
robs the little fellow and leads to 
subsequent business reversal. 
(Continued on page 42) 


> The Confusing Facts About 
» Housing and Mortgages 


By GEORGE CLINE SMITH 


Economist, F. W. Dodge Corporation 


If one carefully examines all the data and information pouring from the 
presses about housing, construction and related activities, he is sure to be 
impressed that these fields are certainly well documented. Are they? Not 
in Mr. Smith’s opinion. Despite the great volume of them, they fail to give 
a scientific guide as to what we can expect in the future or how to plan for it. 
He upsets some time-honored apple curts. Even so, based upon his own 
calculations, the future looks good, demand for housing isn’t going to be 
quite what the most optimistic optimists say it will be but entirely satis- 
factory nevertheless. And the demand for, and supply of, mortgage funds 


appear about the same. 


RESENT statistics covering hous- 

ing and related activities are 
woefully inadequate. On the basis of 
what figures we have, it is impossible 
to tell how large the single family 
housing business is, because one-to- 
four-family units are lumped together 
in present reports. It is impossible to 
get a total] for residential property, 
because apartments are lumped with 
It is impossible to get a 
total for mort- 
gages on commer- 
cial or industrial 
property because 
no distinction is 
made between the 


commercial. 


\ two, and both are 
combined with 
And 





apartments. 

— for any or all 

G. C. Smith classes, it is im- 

possible to distin- 

guish mortgages on new construction 
from mortgages on transfers. 

There’s a common tendency to as- 
sume that housing is construction, for- 
getting that in normal times close to 
two-thirds of the industry consists of 
factories, bridges, highways, stores, 
power plants and all sorts of other 
non-residential projects. 

Housing activity is usually meas- 


ured by the number of units started, 
or in dollars. It’s hard to decide which 
is the worst measure. The housing 
unit figures, while they have a fair 
basis in sociology, are about as useful 
economically as a total of all the 
transportation equipment in the 
country—railroad cars, boats, autos, 
trucks and bicycles combined. And, 
the dollars are about as good a yard- 
stick as a rubber band. 

Lest one thinks this is an overstate- 
ment, remember that a mansion for a 
movie star is one dwelling unit; so is 
a one-room-and-kitchenette efficiency ; 
so is a converted attic apartment in 
an old house. 

In the peak year of the Twenties 

1925) some 937,000 housing units 
were started. In 1955, the total was 
about 1,300,000. A sociologist could 
conclude from this that we built hous- 
ing for 39 per cent more households 
in 1955 than we did in 1925. True 
enough. But where does this leave the 
poor economist? 

Did we build the same basic types 
of housing in 1955 as in 1925? No. 
Last year, more than 90 per cent of 
all the units were single family homes. 
In 1925, only a little more than half 
of the units were single-family. Here 
alone is reason enough to say that the 


two years can’t be adequately com- 
pared by the use of housing starts fig- 
ures. On top of this, even the single 
family houses have changed in size, 
architecture and function. How do 
you compare, economically, the hous- 
ing value of today’s split-levels and 
ranch houses with the bungalows, 
colonials and row houses popular in 
the Twenties? How many front 
porches does a recreation room equal? 


Faced with these problems, no one 
will blame you if you take refuge in 
the dollar figures on housing. We 
spent just under $15 billion on new 
dwelling units in 1955, almost exactly 
three times as much as in 1925. Does 
this mean that housing activity went 
up 200 per cent, instead of the 39 per 
cent indicated by the housing starts 
figures? Not at all. Today’s housing 
dollar is worth only 40c in 1925 
prices. On this basis, we built only 
4 per cent more housing in 1955 than 
we did in 1925. But then we must 
wonder, how does this jibe with the 
39 per cent increase in housing starts? 
This is a question that’s a lot easier 
to ask than to answer; suffice it to 
say that housing activity in 1955 was 
either 4 per cent, 39 per cent or 200 
per cent above 1925, depending on 


what measure we use. 
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Is this problem of measurement 
worth the time we’ve spent on it? I 
think so, because it has a direct bear- 
ing on the very important question of 
whether or not we are overbuilding. 
The middle Twenties were peak years 
for housing and for other types of 
construction, and everyone remem- 
bers with a shudder what happened 
then. The fact that housing activity 
today seems so much larger even than 
the ill-fated boom of the Twenties has 
filled many a casual observer with 


fear for the future 


When today’s construction activity 
is reduced to its proper proportions, 
however, it is possible for a reason- 
able man to conclude that in recent 
years we have been underbuilding in 
nearly every category of construction, 
perhaps even in housing. There are 
two things that must be kept in mind 
in assessing the size of today’s con- 
struction industry. The first is the 
enormous shrinkage of the construc- 
tion dollar, which must be taken 
into account whenever dollars are 
used as a measure. The second, very 
often overlooked, is the fact that the 
United States has grown much larger 
since 1925, and a larger country 
would normally be expected to build 
more. 

This latter point is particularly im- 
portant in any housing comparison. 
In 1925, there were 116 million 
Americans; today there are more than 
165 million. This means that in 1925, 
we built one for every 127 people. 
In other words, the current rate can 
be interpreted as being below 1925's 
level. It is only slightly below, but 
we must also keep in mind one other 
factor. 


That factor is the deficit in housing 
construction in years past. The con- 
struction industry was particularly 
hard hit by the depression of the 
Thirties; and just when recovery was 
well under way, it was hit again by 
World War II. In 1933, only 93,000 
housing starts were recorded; other 
years were almost as low. In 1944, 
starts sank to 142,000, a level even 
lower than several of the deep de- 
pression years. During the sixteen 
years from 1930 through 1945, popu- 
lation continued to grow, slowly at 
first and rapidly later. Meanwhile, 
time continued to pass and existing 
housing continued to obsolesce and 
deteriorate 
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There is no doubt whatever that 
a huge housing deficit piled up in 
these years. There are no good meas- 
ures of this deficit, but it could rea- 
sonably be argued that it has not 
yet been made up. Even if we have 
built houses in sufficient numbers to 
take care of growth (which is ques- 
tionable) we have certainly not made 
up the depreciation that took place 
in quality of the existing stock. We 
still have large numbers of housing 
units that are below any reasonable 
minimum standard of quality. 

On top of this deficit, we must also 
meet current demands. Again we face 
a very tough problem in figuring out 
just how great this demand is. 


unaware of facts which the federal 
government kept pretty much to itself 
until recently. Here are some of these 
facts: 

>> There are no annual household 
formation figures. The census bureau 
estimates the total number of house- 
holds in the United States each year, 
on a sampling basis. The estimate is 
subject to a large sampling error—so 
large that the census people don’t 
even estimate its range, but refer to it 
as “substantial.” ‘You can subtract 
last year’s estimate of total households 
from this year’s, and call the dif- 
ference the number of households 
formed during the year. The census 
bureau doesn’t do this, and recom- 


VONEY DEMAND: The basic demand for mortgage money in 1956 
will be a few percentage points lower than in 1955, although it will 


remain at very high levels. Demand for any item is one thing. 


and the quantity of that item which actually changes hands in the market 


is something else again - 


being the product of both supply and 


demand. It is conceivable that a sudden spurt in savings could increase 


the supply of funds to such an extent as to make borrowing terms 


more favorable, and thus increase the quantity of mortgages written; and 


the opposite could also occur. All other things being equal, the 


demand for mortgage funds will be a little less this year. 


by perhaps half a billion to a billion dollars. 


One of the most popular pastimes 
of the past couple of years has been 
the analysis of the current demand for 
new housing in terms of the number 
of new households being formed. Re- 
cently some have been arguing that 
since household formations were run- 
ning at about 600,000 a year, and 
we were starting housing units at 
twice that rate, we were overbuilding 
ourselves into a sharp and sudden col- 
lapse of the housing market. The fact 
that we absorbed all the new housing 
built in 1955 with no perceptible in- 
crease in the over-all vacancy rate in- 
dicates that there must have been 
something at least slightly wrong with 
this line of reasoning. Because it was 
such a popular argument, and _ be- 
cause some of us may fall for it again, 
we should dissect it. 

The most charitable thing that can 
be said about the household forma- 
tion theory of housing demand is that 
it is based on the incorrect use of 
non-existent statistics. The proponents 
of the argument have been innocently 


mends that you don’t do it either, 
because your answer may be as much 
as 50 or 100 per cent off due to the 
unknown errors in the original totals. 
2> The typical user of the household 
formation theory was unwittingly 
comparing total household formations 
with non-farm housing starts. Even if 
the household formation figures were 
absolutely accurate, this comparison 
would be far off for a simple reason: 
While non-farm households have been 
increasing rapidly, farm households 
have been declining by perhaps as 
much as 200,000 or 300,000 a year. 
These two offsetting factors mean 
that the total household formations 
are far lower than the non-farm 
household formations. Instead of the 
600,000 total household formation fig- 
ure frequently used last year, a non- 
farm household figure of somewhat 
more than 800,000 would have been 
closer to reality. 

>> But however accurately meas- 
ured, household formations have little 
to do with the direct demand for 


~ 


—_ 


housing of the type we are building 
now. It would be possible to have no 
net household formation at all, and 
still have a substantial market for 
new houses. The families in the mar- 
ket for housing being built today are 
very largely older households who 
have had a chance to accumulate sav- 
ings and children. A household, by 
definition, equals one occupied dwell- 
ing unit; and every additional dwell- 
ing unit must be housed—but that 
doesn’t mean that households, at any 

indicate the market for 
Here are some of the rea- 


one time, 
housing. 


sons why: 


a) Household formation may be 


partly the result of new housing 


ually from here on out, especially as 
the bumper baby crops of the war 
and postwar periods reach marriage- 
able age in the 1960’s. 

(c) But these are only basic min- 
imum demand factors. There are 
others, including prosperity and rising 
standards of living, which add to the 
basic market. There has been, for 
many years past, a general up-grading 
of the population. There has been a 
shrinkage of the lower income groups, 
middle in- 

been fic- 


great increase in 

comes. Some of this has 
titious, due to inflation; but there is 
no question that much of the change 
represents a real increase in standards 
Therefore, a new market is 


and a 


of living. 


1956 HOUSING: Our Dodge forecast on housing is a matter of record. 


We think that starts in 1956 will be around 1.190.000. down about 


10 per cent from 1955. However, because houses are tending to become larger 


and more expensive. we think the drop in physical volume (floor area) 


will be about 8 per cent, and dollar volume will be down only 


about 6 per cent. Long range. | believe that 12 to 13 million starts 


will be a minimum figure for the next decade, and that if starts fall belou 


a million in any one year, it will be the result (not the cause) of 


a serious decline in the economy generally. That is something 


l dont expect to see. 


construction. Certainly, in wartime, 
household formation was almost pro- 
hibited by the fact that existing hous- 
ing was occupied and few new units 
were being built. To some unknown 
extent, it must be assumed that the re- 
verse is true—that housing construc- 
tion has a stimulating effect on house- 
hold formation. 


b) Existing housing is being re- 
moved from the market at a high 
rate. There are no exact figures, but 
government estimates indicate that as 
many as 400,000 units a year may be 
disappearing through catastrophes, 
obsolescence, highway building and 
conversion into other uses. This fig- 
ure must be added to non-farm house- 
hold formations to arrive at even a 
minimum annual demand for new 
housing units. On the basis of what 
figures are available, it would seem 
that this minimum combined demand 
is running at 1,100,000 to 1,200,000 
units a year. Moreover, it is now at 
a relatively low point, and all the in- 
dications are that it will rise contin- 


created for better housing. To be 
sure, this particular 
doesn’t necessarily increase the total 
numerical demand for housing units, 
for the sales of 


factor alone 


but it does account 
many of the new houses now being 
built. 

(d) A somewhat similar factor is 
the movement of population. In re- 
cent years, some nine million families 
have been moving annually. The most 
typical movements have been from 
farm and city to suburban areas, and 
from one region to another. These 
movements themselves don’t increase 
the total numerical demand for 
houses, but insofar as families move 
to newly developing areas, they be- 
come part of the market for 
houses currently being built. 


new 


The market for new housing is in- 
fluenced by many factors, including 
population growth, destruction of 
housing, rising standards of living, 
and population movement. There is 
no simple way to combine these fac- 


tors into a measure of demand for 


housing. 

Population trends, of course, are 
extremely important. All building is 
done to meet the needs of people, 
directly or indirectly. P’ve often won- 
dered why we don’t divide building 
up into two major classes roughly 
parallel to the division of manufac- 
tured products into producers’ goods 
and consumers’ goods. Consumer 
goods are those which, in themselves, 
meet the needs of people; on this 
basis, consumer buildings would in- 
clude housing, meeting the needs for 
shelter; hospitals, for medical care; 
churches, for spiritual needs; schools, 
for education, and so on. Producer 
goods are those which help to pro- 
duce other goods to meet the needs 
of people: and producer buildings, 
accordingly, would include all those 
in the productive and distributive 
process: factories, stores, 
banks and the like. 

The important thing, however, is 
that in either case, the building is 
done to meet the demands of people, 
directly or indirectly. And the de- 
mands of people rest on two founda- 
tions: the number of people, and 
their standard of living. Both of these 
foundations are rapidly enlarging. 


utilities, 


Children are being born today at 
the rate of four million a year. When 
immigration is added to this figure, 
and deaths subtracted, the result is a 
net increase in population of around 
2,800,000 a year, or enough to popu- 
late a new Kansas City metropolitan 
area every four months. We have to 
build roughly three Kansas Cities a 
year just to keep up with population 
growth. 

And this present population growth 
is low compared with what we may 
expect in a very few years as the large 
numbers of the war and postwar 
babies come of age and have children 
of their own. Prospective further low- 
ering of death rates will also contrib- 
ute to population growth. 

But mere increase in population is 
only part of the story. Those of us 
already here have become accustomed 
to steady and substantial increases in 
our standards of living. One measure 
of this is disposable personal income 
per capita, which has increased by 
nearly 60 per cent (in real terms) 
since 1939. This increase is after 
taxes; and it may be assumed that 
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at least some of the vastly increased 
taxes over the same period have also 
resulted in real contributions to a 
higher general standard of living. For 
example, highways may be grossly in- 
adequate for present needs, but who 
can deny that the automobile would 
never have become the essential part 
of our living pattern that it is today 
without the huge sums that have been 
poured into highways from taxes? 
With specific reference to housing, 
growing population and _ increasing 
standards of living insure a long-term 
demand for new and better homes. 
These factors, plus the annual dis- 
appearance of housing due to the 
causes already mentioned, will serve 
to support a high volume of home- 
building activity. Those who fear that 
a drop in home-building may pull 
the rest of the down are 
looking at the wrong side of the coin; 
thing that could 


economy 
actually, the only 
cause home-building to fall off sub- 
stantially is a drop in our general 
prosperity from other causes. 
Certainly, a temporary stringency 
of mortgage money could have an ad- 
verse effect on the volume of hous- 
ing starts—but this is a matter of sup- 
ply of mortgage funds. The demand 
is there, and it will become stronger. 
[ can’t believe that, in a rapidly grow- 
ing economy, there will be any long- 
term shortage of investment funds. 


Our Dodge forecast on housing is 
a matter of record. We think that 
starts in 1956 will be around 1,190,- 
000, 
1955. 


tending to become larger and more 


down about 10 per cent from 


However, because houses are 


expensive, we think the drop in physi- 
cal volume (floor area) will be about 


8 per cent, and dollar volume will 
be down only about 6 per cent. Long 
range, I believe that 12 to 13 million 
starts will be a minimum figure for 
that if starts 
fall below a million in any one year, 


it will be the result 


a serious decline in the economy gen- 


the next decade, and 
not the cause) of 


erally. 


Chat is something I don’t expect 
to see. 

One thing to keep in mind is that 
there may be some shift in the prod- 
uct-mix of new housing over the dec- 
ade. As previously pointed out, hous- 
ing starts are an inadequate measure 
of housing. Currently, the pendulum 
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has swung nearly all the way toward 
single-family homes. One of the prime 
reasons for this is that it has been 
demonstrably cheaper to own than to 
rent, especially when income tax de- 
ductions are taken on mortgage in- 
terest and property taxes, and when 
allowance is made for the fact that 
a substantial portion of mortgage pay- 
ments go into equity. As we continue 
to build, vacancies may well increase 
somewhat toward more normal levels, 
and this may tend to change the bal- 
ance between costs of owning and 
renting in some areas if rentals go 
down. 

In addition, costs of home owner- 
ship may tend to rise. Single-family 


construction is the growing emphasis 
on trade, finance and services in our 
economy. Some 30 per cent of our 
workers are now engaged in these 
activities, whereas in 1920 the figure 
was only 20 per cent. Undoubtedly 
there will be an increased stress on 
these types of activity in the future. 
Thus commercial construction has to 
keep up not only with the norma! 
growth of the nation, but with the 
increased emphasis on commercial en- 
terprises within the economy. 

Much of the talk about commercial 
building today concerns shopping 
centers. But these are only one ele- 
ment of the whole class of commercial 
construction, and in at least some 


FEAR OF DROP: Those who fear that a drop in home-building may 


pull the rest of the economy down are looking at the wrong side of 


the coin; actually, the only thing that could cause 


home-building to fall off substantially is a drop in our 


homes require more space, more util- 
ities and more roads than multi-fam- 
ily housing, and there may also be 
some local difficulties in finding suit- 
able land within commuting distance 
of jobs. Thus, while I believe the 
basic desire of Americans for single- 
family homes will remain strong, I 
would expect at least some tendency 
for apartment construction to increase 
its share of total residential building 
in the future. 

Leaving housing at this point, let’s 
look at some other categories of con- 
struction. Largest of these is commer- 
cial building, which necessarily tends 
to follow housing trends. By nature, 
most commercial buildings must be 
located within a reasonable distance 
of places where people live and work. 
As population grows and moves, com- 
mercial enterprises must grow and 
move accordingly. 

Commercial construction is com- 
monly defined to include stores, res- 
taurants, banks, offices, warehouses 
and other buildings housing trade, fi- 
nance and services. A factor of con- 
siderable importance in the current 
and long-term outlook for commercial 


general prosperity from other causes. 


areas we may have gone past the 
shopping center into a relatively new 
type of operation which I would call 
the commercial highway. Like the 
shopping center, the commercial high- 
way depends on the fact that the 
automobile has become practically an 
anatomical appendage of the average 
American. 

Because nearly every family has a 
car, or at least access to one, and be- 
cause of the growth of leisure time, 
shopping habits have changed. More 
men enter the buying picture, becom- 
ing an important factor even in gro- 
cery sales. Night and holiday shopping 
has boomed. More and more, the pur- 
chase of any major household item 
becomes a family expedition. Stores 
selling such major items are free to 
locate by themselves, so long as they 
have good access and good parking. 
But the habit of driving to the store 
is becoming so ingrained that even 
stores that used to depend heavily on 
walk-in trade find that they, too, can 
locate independently. On a _ highly 
developed commercial highway like 
U. S. 22 in New Jersey there are sev- 
eral examples of isolated drug and 
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variety stores which seem to find the 
drive-in trade to their liking. 

But with all the emphasis on subur- 
bia, down-town is far from dead. In 
fact, there is some evidence of re- 
newed interest in the central cities on 
the part of business firms, particularly 
for offices. Our city centers developed 
because they had certain advantages. 
While some serious headaches have 
arisen, most of the advantages still 
exist. The tremendous amount of of- 
fice construction on Manhattan Is- 
land since World War II testifies to 
continued vitality of city centers. And 
where people work, there will always 
be a demand for stores and all the 
other auxiliary types of commercial 
building. 


ahead of the year before. This in- 
crease in awards guarantees a high 
level of industrial building activity 
this year, since much of this year’s 
work reflects awards made last year. 
But all the prospects are for a con- 
tinued awards 
this year, and probably next year as 
well. On a physical volume basis, our 
12 per 


increase in contract 


expectation is for a rise of 
cent in physical volume of industrial 
building in 1956. Longer-range plans 
for industrial expansion recently an- 
nounced in automotive, steel, cement 
and other industries give reason to 
believe that further increases are in 
prospect in 1957 and afterward. 
Because the breakdown of the 
mortgage statistics is inadequate, and 


CREDIT PINCH: A temporary stringency of mortgage money could 


have an adverse effect on the volume of housing starts 


but this 


is a matter of supply of mortgage funds. The demand is 


there, and it will become stronger. I can’t believe that, in a rapidly 


growing economy, there will be any long-term shortage of investment funds. 


So the forces behind commercial 
construction are strong in the cities 
and outside them. That’s why Dodge 
Reports of contract awards for com- 
mercial building in the 37 eastern 
states set a new all-time record of 
$2.4 billion last year, a phenomenal 
30 per cent ahead of the previous rec- 
ord, And the outlook continues good. 
Our Dodge forecast is for a 6 pet 
cent increase in physical volume of 
commercial building in 1956, and per- 
haps a slightly larger increase in dol- 
lar volume. 


Unlike commercial building, which 
has been rising for the past five years, 
contract awards for industrial build- 
ing dropped steadily from 1951 
through 1954. It was generally ex- 
pected, on the basis of plant and 
equipment forecasts made in 1954, 
that there would be a further drop 
last year. Instead, industrial con- 
struction reversed its field and started 
to climb so rapidly that our 1955 con- 
tract awards for manufacturing build- 
ings jumped more than 47 per cent 


because the figures themselves are 
late, it is impossible to translate the 
various trends accurately into demand 
for mortgage funds this year. It might 
seem logical to apply the 1956 fore- 
construction 
mortgage 


casts for the various 
categories to the various 
categories in 1955, and thus arrive at 
a weighted percentage estimate. I’ve 
done this, but I won’t reveal the an- 
swer, for a very good reason. Having 


tested the method by using the actual 
figures for the past five years, I can 
guarantee that it just won’t work. 
Changes in the mortgage debt figures 
don’t have a reliable short-run rela- 
tionship with the construction figures, 
although over longer periods of three 
or four years the correlation is prob- 
ably better. 

There are several reasons for this. 
In the first place, the mortgage fig- 
ures are grouped into totals which 
don’t correspond to any major con- 
struction categories. In the second 
place, we have no way of knowing 
possible effects of changes in the pro- 
portion of transfers in the mortgage 
totals, or of current changes in the 
rate of repayment, both factors which 
would spoil any assumed relationship 
of mortgage growth to new construc- 
tion. 

On the basis of what study I have 
been able to make, however, I arrive 
at the not-particularly-surprising con- 
clusion that the basic demand for 
mortgage money in 1956 will be a 
few percentage points lower than in 
1955, although it will remain at very 
high levels. Demand for any item is 
one thing, and the quantity of that 
item which actually changes hands in 
the market is something else again— 
being the product of both supply and 
demand. It is conceivable that a 
sudden spurt in savings could increase 
the supply of funds to such an extent 
as to make borrowing terms more fa- 
vorable, and thus increase the quan- 
tity of mortgages written; and the op- 
posite could also occur. All other 
things being equal, the demand for 
mortgage funds will be a little less 
this year than last year, by perhaps 
half a billion to a billion dollars. 





CONTROL CREDIT with judgment based on FACTS 


. . . facts as to borrowers’ past records, present 
capabilities, and prospects. 


Get FACTS through MORTGAGE LOAN REPORTS 


by Retail Credit Company ond 
Retailers Commercial Agency 


Home Offices: Atlanta, Georgia 


affiliated investigative agencies providing dependable information 
on ANYONE ANYWHERE in North America. 
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Treat All Correspondents the Same 


But do investors do that? 


This originator doesn’t think 


so and cites the circumstances of the investor, with a 
surplus of funds, offering them to this and that corre- 
spondent rather than spreading them around among all. 


HAT happens when an investor 
| feet finds old commitments 
cancelled, or for some other reason 
has a surplus of funds that must be 
invested in a short time? Too often, 
investors take the easiest way out by 
these funds to one or more 
correspondents who happen to be in 


the office at the time 


offering 


The word gets 


around when deals made by these 
correspondents come to light. If the 
investor has been more or less out of 
the market, this haphazard re-entry 
other 


spondents who may have been turned 


is very aggravating to corre- 
down earlier 

Why can’t investors play fairly with 
all thei 
such funds to all of them, giving them 


correspondents by offering 
30 days to submit loans, and allocat- 
ing money according to order in which 
acceptable submittals are received? 
Chis procedure should be just one 


aspect of a consistent lending policy 


LAND TITLE’ 


SERVICE 
COVERS 
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Many insurance companies fail to get 
the best possible mortgage investments 
lack a steady lending 

relations with corre- 


they 

policy in their 
spondents. It would be a great help 
to both parties if insurance companies 
would give each correspondent a 
quota for a three to six month period 
Assurance of available funds 


because 


ahead. 
would enable correspondents to origi- 
nate the kind of business the investor 
likes—in fact, the correspondent would 
be under some pressure to do this, in 
order to use up his quota. If the 
quota is not filled, the additional 
funds could be given to some other 
correspondent who needs them. 
Quotas would be set with the reali- 
zation that prices the insurance com- 
pany pays for investments will change 
from time to time, and that prices are 
always subject to negotiation at the 
time loans are bought. But the quotas 
fixed 


would be a obligation of the 


investor, and the correspondent could 
count on a certain amount of money 
being available to him, with the prob- 
ability that additional funds could be 
secured on request for tract develop- 
ments, if the investor was in the mar- 
ket. The correspondent could then 
develop business for the investor from 
many with 
tainty that his efforts would not be 
in vain. Since the would 
have to back up the quotas, he might 
want to keep them on a conservative 


sources, reasonable cer- 


investor 


basis. 

Many misunderstandings between 
investors and correspondents can be 
cleared up by an interchange of visits. 
The annual inspection trip to the 
correspondent’s office is a “must” for 
the investor. The correspondent can 
learn to work with the investor much 
better if the latter knows his prob- 
lems and sees how he operates. By 
the same token, the correspondent, 
along with several of his department 
heads, should visit the investor’s office 
at least once a year. 

The full benefits of such trips are 
realized if each visit lasts an entire 
day and covers all departments and 
personnel. 








a 


cena i 





Yes, Inspections Are Necessary 


Remember the correspondent who declared here that 


inspections are a waste of time and why didn't the 


life companies forget them? 


Another home office man 


comes back at him and says they're definitely needed. 


AST year in these pages a cor- 
L respondent contributed an article 
on “Do inspections accomplish any- 
thing?” and said categorically that 
periodic inspections of mortgaged 
properties serve absolutely no worth- 
while purpose and should be elimi- 
nated as a servicing function of the 
correspondent. Although it isn’t spe- 
cifically stated to be the case, the 
assumption is that we are dealing only 
with residential properties, i.e., single 
family dwellings. 

There are two sides to every issue; 
few problems have ever been elimin- 
ated by the simple process of denying 
their existence. It is easy enough to 
say that cases of improper mainte- 
nance are rare and, by somewhat 
specious argument, conclude that the 
only net result of making inspections 
and writing letters to owners is extra 
work and unnecessary cost. 

Unfortunately, mere condemnation 
of the practice without offering any 
constructive suggestions to solve the 
investor’s problem implies that the in- 
vestor is just plain hidebound or ca- 
pricious in his demands. Frankly, that 
just isn’t so. Investors today are just 
as cost-conscious and efficiency-happy 
as any other group in business or in- 
dustry and if it is possible to discon- 
tinue mass property inspections, only 
the correspondent will have greater 
cause to rejoice than the investor. No 
one—least of all the investor—will 
claim that inspecting mortgaged prop- 
erties every one, two or three years is 
going to prevent or cure all evils. 


Finding evidence of neglect or waste 
and reminding an owner of his mort- 
gage obligations as well as what’s best 
for his own interests will not auto- 
matically correct any situation; to 
claim that it does so would be to over- 
simplify the issue to the opposite ex- 
treme. 

What, then, is the mortgagee sup- 
posed to do? In most cases certainly 
he has a greater monetary stake in 
the property than the owner himself. 
Should he simply assume that any 
deterioration of his security will be 
offset by amortization, and forget 
about it? Should he assume that a 
certain number of houses will need 
painting or structural repairs, etc. but 
regardless of how serious the situa- 
tion may be, the owners will take 
care of what’s needed in their own 
good time and without prompting? 
Is it safe to assume that because pay- 
ments are regularly made the security 
is in A-1 condition? 

Our friend, the author, says we 
definitely can and should. I submit 
that the only investor who has a 
right to such assumptions is the indi- 
vidual who is risking his own personal 
wealth and is answerable to none 
but his heirs. Institutional investors 
haven’t the same prerogative and the 
various state supervisory bodies are 
only too ready to criticize the bank 
or insurance company that gets care- 
less about its responsibilities. 

It simply isn’t true that cases of 
improper maintenance are rare, al- 
thought in proportion to the number 


of the Home Office 


of mortgage loans outstanding, they 
fortunately aren’t too numerous, 
either. Case records disprove that up- 
to-date loans are a guarantee of ade- 
quate maintenance, per se. We've had 
several abandoned properties turn up 
where the loan payments were regu- 
larly made; one house, in fact, was 
virtually washed off its foundations 
even though the loan was current. 
Not infrequently, the knowledge that 
2 mortgagor is allowing his property 
to suffer physically has influenced the 
decision to move in promptly when a 
default occurs and avoid the usual 
delays in commencing foreclosure. 

The author that he 
doesn’t know of any case where fore- 
closure has been started for lack of 
maintenance. This, of course, doesn’t 
prove the point he’s trying to estab- 
lish. The only reason legal action has 
not been instituted for breach of the 
“no waste” covenant is because the 
lawyers are afraid the courts would 
not sustain it. I wouldn’t be the first 
one to suggest that perhaps the courts 
are to blame for refusing to extend 
protection of the law where it can 
be shown that an owner is. willfully 
causing or permitting waste and de- 
struction of pledged security. 

The very fact that investors have 
tried to simplify the job as much as 
possible by staggering the frequency 
of inspections, providing forms which 
permit a check-off of pertinent infor- 
mation and eliminating reports on 
low-balance loans, etc., is proof that 
they are very much aware of the 
burden imposed upon the corre- 
spondent. The conditions which pro- 
duced our current volume of business, 
however, make it all the more neces- 
sary that investors continue to exer- 
cise prudent supervision over the secu- 
rity for their assets and few, if any, 
correspondents raised objection to the 
requirement when the servicing con- 
tracts were signed. 


comments 
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Inspections constitute a headache 
for the investor also and quite pos- 
sibly the work involved doesn’t justify 
the results from a business standpoint 


when viewed over-all. Nevertheless, 


until someone comes up with a prac- 
tical solution, it looks as though we'll 
have to continue looking for trouble 
instead of waiting for it to find us of 
its own accord. 


Correspondent System Best but — 


But this: loan offerings too often incomplete and in 


many cases inaccurate; correspondents apparently are 


not training new people as they should; ete. What is 


interesting is that this is a Canadian official’s view. 


OME suggestions on how to win 
S more friends and influence more 
people in the home office and save 
time and money in the bargain: 

We have been well satisfied with 
originating 


the results achieved in 


mortgage loans through the corre- 
spondent system. We believe it is the 
best system for us and for many other 
institutions—but there is room for im- 
provement in operating routine. Suc- 
cess, in the long run, depends on the 
development of mutual confidence 
and cooperation. 

In most cases, the home office is 
located hundreds of miles and often 
farther from the area in which the 
correspondent operates and the peo- 
ple in the home office cannot have 
the intimate knowledge of local con- 
ditions and practices known to the 
correspondent. The home office must 
necessarily base its decisions, to a 
considerable degree, on the material 
presented by the correspondent and 
his recommendations. For this reason 
it is of paramount importance that all 
new loan offerings be accurate and 
complete. Every new loan, large or 
smal]l, is rightly considered an impor- 
tant investment by the home office 
and can be presented to the invest- 
ment committee only when all neces- 
sary information is available. 

Che individual, in the correspond- 
ent’s office, making the loan submis- 
sion undoubtedly has all the pertinent 
facts before him but at times, prob- 
ably because he is so familiar with 
them and so close to them, he over- 
looks passing on all of the knowledge 
relative to the case which is available 
to him. If the correspondent, in mak- 
ing his presentations, would think oc- 
casionally of himself as sitting in the 
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home office and having to reach the 
decision on the basis of a presentation 
only, it would doubtless emphasize 
the need for making a complete and 
accurate presentation. 

The mortgage business has _in- 
creased greatly in volume in recent 
years with a resultant expansion in 
staff in both the home office and in 
the office of the correspondent. Due 
to the pressure of current work it has 
probably not been possible, in all cases, 
to train the new personnel as fully as 
would be desirable. Continuous train- 
ing programs should, however, be re- 
warding for all concerned. 

The lack of complete information 
in presentation of new loans, careless 
errors in deliveries, accounting and 
other phases of the correspondent- 
home office relationship can and do 


frequently result in a good deal of 
unnecessary correspondence delays 
and expense. Many of the people in 
the home office do not have the op- 
portunity to meet personally with the 
members of the correspondent organi- 
zation with whom they communicate 
and as a result their opinion is based, 
to a large degree, on the quality of 
the work with which they deal. Ob- 
viously, the quality of the work will 
govern, to a considerable degree, the 
good will, or lack of it, which is estab- 
lished. Any typographical errors and 
carelessness in the preparation of the 
legal documents represented by loan 
deliveries cause considerable concern. 
Minor errors may not appear impor- 
tant now, however, as those who have 
had a broad experience in foreclosure 
work will realize, these same errors 
can come to haunt you in the event 
of litigation. 

Some members of the home office 
visit the correspondent at regular in- 
tervals. These visits are well worth 
while. Occasional visits by members 
of the correspondent organization to 
the home office would be equally re- 
warding and worth while. 

Any additional effort expended in 
reviewing, for accuracy, both loan of- 
ferings and loan deliveries, prior to 
transmission to the home office, will 
prove to be a worth while effort from 
many points of view, and will cer- 
tainly win friends and influence peo- 
ple in the home office. 
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A GOOD INVESTMENT FOR THE MORTGAGE INDUSTRY 


sit decades isn’t a very long time in the life 
of a country, a people, its customs or a way of 
doing things—but for our own industry it has been 
an era. Twenty years ago there were not many in 
the mortgage industry—indeed if there were any at 
all—who would have accurately predicted the 
growth, the progress and the transformation we 
have witnessed during this period. It has been swift 
and it has been sound; and the accomplishments 
of these past two decades point to an even more 


promising future ahead. 


But the achievements in our industry have 
brought challenges which no mortgage man can 
ignore. They are very real, and 
the prospects of not meeting 
them are not pleasant to con- 
template. One of the most vital 
challenges facing us is the prob- 
lem of more and better educa- 
tion for our industry. Certainly 
we have not been laggard as far 
as providing facilities for those 





within our industry. Our Schools 


Lindell Peterson 


of Mortgage Banking, as they 
have reached their present high state of develop- 
ment, represent a magnificent testimonial that we 
have built constructively and attained a satisfactory 
degree of success. 

Last year our Research and Educational Trust 
Fund embarked upon another phase of education, 
one which I believe represents a tremendously sig- 
nificant effort. Unfortunately, because of under- 
standable circumstances, it is one which the average 
MBA member is not in the best position to fully 
evaluate. It was the Educators Conference at the 
University of Michigan. As you have been told, it 
was an effort to bring top educators from selected 
colleges and universities “back to school”—with 
representatives from leading mortgage institutions 
representing the faculty. 

Probably few MBA members realize that no other 
Association or no other group, as far as we know, 


ever made such an attempt. The Fund was think- 


ing of the good of the mortgage industry, long-term. 
We hoped to give these business school deans and 
faculty members a better understanding of the im- 
portance of our industry, how it functions and the 
vital role it plays in our economic machine. 

It was a new and unexplored field; but the ex- 
periment was concluded with the feeling that some- 
thing of tangible and practical value had been ac- 
complished. This year the Fund is doing the job 
again at the University of Colorado in July; and 
those of us who have had this effort close to our 
hearts feel even more enthusiastic than we did a 
year ago. 

What seems most significant to me is the value 
which every MBA member firm—as well as the 
entire industry—will derive from this effort. It rep- 
resents, it seems to me, the finest kind of long-term 
planning to insure continunity of personnel in our 
industry, to create broader opportunities for capable 
young people to join us in our work. Twenty years 
ago anyone entering the mortgage field from high 
school or college certainly did so on a hit-or-miss 
basis. There were no courses of study open to him, 
no effort of any kind made to point out the possi- 
bilities in our industry. That gap has been filled; 
and as far as personnel is concerned, the next 
twenty years can be anticipated with confidence. 
Your Association is seeing to it that young people 
in the future will have a free choice in considering 
mortgage banking along with other opportunities 
for careers available to them. 

The Educators Conference, by its very nature, 1s 
not something that will be prominently before the 
membership or our industry as a whole; but it is a 
shining example, it seems to me, of the many ways 
in which your Association and the Trust Fund are 
planning and working to create better conditions in 


our industry. 


ofan, Riis. 


PRESIDENT 


Mortgage Bankers Association of America 
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UE 4 - 1956-57 


For President - John F. Austin, Jr. 
For Vice President - John C. Hall 


John F. Austin, Jr., president of 
r. J. Bettes Company, Houston, has 
been nominated for president of 
MBA for the 1956-57 term. John C. 
Hall, president of Cobbs, Allen & 
Hall Mortgage Company, Inc., Bir- 
mingham, is the nominee for vice 
president. The nominating committee 
report was made at the Spring board 
of governors meeting in Atlanta, pre- 
ceding the Southern Mortgage Con- 
ference 

Mr. Austin began his banking ca- 
reer with the First State Bank of 
Frankston, Texas, following gradua- 
tion from the University of Texas 
and the Graduate School of Banking 
at Rutgers University. He later be- 
came a state bank examiner in Texas 
and then served as senior bank exam- 
iner for the Federal Reserve Bank in 
Dallas. In 1942, he was elected 
cashier of the South Texas National 
Bank in Houston and a year later 
was elected vice president of the 
Houston Bank. During the war he 
was in the Navy, principally as a lieu- 
tenant in the office of the Assistant 
Secretary of the Navy in Washington. 

In 1948, he joined T. J. Bettes 
Company, Houston, as executive vice 
president and following the death of 
Mr. Bettes was named president. He 
is the retiring president of Texas 
MBA, a former president of the Hous- 
ton MBA and director of the City 
National Bank of Houston, Harris- 
burg National Bank of Houston, First 
State Bank of Frankston and several 
local civic and charitable organiza- 
hions. 

Mr. Hall, the nominee for vice 
president, is president of Cobbs, Allen 
& Hall Mortgage Company, Inc. in 
Birmingham, and a native of Albany, 
Georgia. He graduated from the 
Georgia Institute of Technology in 
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1926 and began his business career 
in Birmingham with The Jemison 
Companies, a mortgage banking firm. 
He was later with the mortgage loan 


John C. Hall 


department of Metropolitan Life In- 
surance Company and in 1946 was 
one of the organizers of the firm 
which he now heads as president. He 
is a past president of the Birmingham 
Real Estate Board, the Alabama Real 
Estate Association and the Birming- 
ham MBA. He has been a member 
of the Association’s board of gov- 
ernors since 1949 and has served on 
numerous committees, including the 
executive committee, and has acted 
as chairman for the finance, qualifica- 
tions, membership, research and con- 
ventional loan committees. 

Nominees for positions on the board 
of governors, term ending 1960, were: 
Nathan T. Bascom, Worcester, Mass.: 
A. H. Cadwallader, Jr., San Antonio; 
Lon Worth Crow, Jr., Miami; Don- 
ald E. Nettleton, New Haven, Conn.; 
F. M. Petree, Oklahoma City; and 


Carton S. Stallard, Elizabeth, New 
Jersey. 

Nominated for regional vice presi- 
dents were: Carey Winston, Wash- 
ington, D. C., Region 2; Arthur F. 
Bassett, Detroit, Region 4; R. G. Hol- 
laday, Memphis, Region 6; W. C. 
Rainford, Granite City, Illinois, Re- 
gion 8: Homer C. Bastian, Wichita, 
Region 9; J. W. Jones, Dallas, Re- 
gion 10; and R. C. Larson, Beverly 
Hills, California, Region 12. 

Nominated for associate governors 
at large were: Martin R. West, Jr., 
Washington, D. C., Region 2; Eugene 
Knight, Tampa, Region 3; Stanley 
M. Earp, Detroit, Region +; Robert 
W. Warren, Jackson, Mississippi, Re- 
gion 6; Dale M. Thompson, Kansas 
City, Missouri, Region 8; Alvin E. 
Soniat, Fort Worth, Region 10; and 
Ewart H. Goodwin, San Diego, Re- 
gion 12. 

Nominees for membership on the 
Trust Committee were: Mrs. Ruth 
Bettes, Houston, and Guy T. O. Hol- 
lyday, Baltimore. 


ANY EASIER CREDIT 
(Continued from page 32) 

>> The government must maintain 
a well balanced attitude toward mon- 
etary and credit restraints—a situation 
which fortunately existed during most 
of 1955, and is responsible in a large 
measure for the continuation of stable 
prosperity. To maintain its balance 
in this regard, it must resist political 
pressures which can get extremely 
severe—especially in an election year. 

My faith in the long-range future 
of this economy is unbounded. We 
will move ahead over the long pull. 
We have faced difficult and perplex- 
ing situations before and have found 
intelligent ways out of them. We 
must see our present problem for 
what it is: an important condition 
of our economic advance in the fu- 
ture is that the rate of savings be 
raised. If we are to avoid the injus- 
tices and perils which inflation brings, 
the necessary investment funds to in- 
sure prosperity must be found. This 
can only be done through a substan- 
tial increase in future positive savings. 
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of the Highest Order 


Your Association has made no more 








important contribution to the better- 
ment of the industry it serves than the 
broad educational program which has 
been developed over the past 11 years. 
One progressive step has led to an- 
other; and this year a stage of devel- 
which 


places the program in the forefront of 


opment has been attained 


efforts of its kind. 








So far in 1956, MBA has success- 
fully sponsored Senior Executives Con- 
ferences at New York and Southern 
Methodist universities. These are de- 
signed for those at the top manage- 
ment and administrative levels of 
mortgage lending and investing insti- 


tutions. 


Now begins the annual Schools of 
Mortgage Banking, and this year these 
too have reached a further state of de- 
velopment. They are described in the 
pages to follow, along with the Edu- 
cators Conference at the University of 


Colorado, a significant and worth- 


while effort to achieve some goals of 
lasting benefit for the mortgage in- 
| 
| 


dustry. 


Here is a suggestion for those at the 
administrative level of all MBA mem- 
ber firms: Examine carefully what is 
being offered in Courses I, II and III 
at Northwestern and Courses I and II 
at Stanford. Then measure the obvi- 
ous advantages which members of 
your staff will derive from attending 
the School of Mortgage Banking. 
Keep in mind that an‘ investment in 
the personnel of your organization is 
make. Then if you are looking ahead 
to the long-term growth of your busi- 
ness, you will not want to overlook the 
possibilities which the Schools offer. 


one of the best investments you can 
One of the most valuable opportu- 

nities which your Association makes 

available to you is this medium for | 

developing the skills and abilities of | 

those who share the responsibility of 


your success. Do not fail to use it. 


SS SS aaa SS SS 
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Wels SCHOOL OF MORTGAGE BANKING 


Courses I, II and III, Northwestern University, Chicago 


a introduction this summer, 
for the first time, of Course III 
into the curriculum of the MBA 
School of Mortgage Banking at North- 
western University will bring to com- 
pletion the Association’s full three- 
year program of formalized training 
for mortgage industry personnel. 
Course III will be held on the Uni- 
versity’s downtown Chicago campus, 
July 1-7. Courses I and II, being 
repeated this summer on the same 
campus, will run concurrently and 
will be presented June 24-30, the week 
immediately preceding Course III. 
The MBA School, consisting of 
three successive summer sessions of 
one week each, interspersed with two 
Home Study Programs of eleven 
months each, is the only comprehen- 
sive educational program dealing spe- 
cifically with the mortgage banking 
industry in this country. It is designed 
to be a continuing program; students 
begin their study in Course I, either 
at Northwestern or at Stanford Uni- 
versity, where a corresponding series 
of sessions is being conducted; and 
as they complete each of the first two 
Courses, together with the accompany- 
ing Home Study Programs of each, 
they become cligible for each succeed- 
ing Course (over a three-year period) 
on through to the completion of 
Course III 
Emerging as a natural result of the 
growth and expansion within the 
earlier Mortgage Banking Seminar 
series, inaugurated at Northwestern in 


and graduation. 





L. C. Kerwood 


Carey Winston 
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1948, the School is MBA’s answer to 
the long-recognized need for more for- 
malized training for the industry’s 
younger personnel and, indeed, for 
all mortgage personnel who wish to 
learn more about this ever-expanding 
industry of ours. 

To provide the fullest and most 
thoroughly comprehensive curriculum 
possible, the general subject matter of 
each course is specialized: Course I 
deals with the financing of dwellings; 
Course II takes up the financing of 
income properties; and Course III 
covers mortgage loan investment poli- 
cies and practices, and special ©0n- 
siderations of the mortgage banking 
profession. 

Home Study Program I covers the 
structure and functions of financial 
institutions of the country, and funda- 
mentals and techniques of mortgage 
banking. 

Home Study Program II takes up 
current developments in the money 
and capital market, Federal Reserve 
and federal government policy, sources 
and uses of capital funds and analysis 
and interpretation of financial state- 
ments. 

MBA is justifiably proud of the high 
caliber of the lecturers participating 
as faculty members of its School: these 
men are recognized experts in their 
field, men possessed of the ability and 
the personality to present their ma- 
terials in an effective and understand- 
able manner. They are willing and 
able to give to this assignment the 





Walter Nelson 


H. V. Cherrington 


time required to maintain the pro- 
gram’s high educational level. A run- 
down of lecturers and the subjects 
they will cover follows. 


Course I 


>> For Course I the schedule is: 

Dr. Homer V. Cherrington, profes- 
sor of finance, Northwestern Univer- 
sity, will speak on “Economics of 
Mortgage Banking”; Vincent Keane, 
assistant general counsel, Mutual Life 
Insurance Company of New York, will 
undertake “Legal Aspects of Mortgage 
Loans on Dwellings”; and Walter C. 
Nelson, president, Eberhardt Com- 
pany, Minneapolis, will deal with 
“The Production of Mortgage Loans 

- Existing Dwellings.” This latter 
topic will include such areas as con- 
tacts and loan acquisition, require- 
ments of investors, credit require- 
ments, analyzing the appraisal and 
analyzing the risk. 

Robert H. Pease, vice president, 
Draper and Kramer, Inc., Chicago, 
discussing “The Production of Mort- 
gage Loans—New Dwellings and 
Projects,” will deal specifically with 
builders contacts and loan acquisition, 
responsibility of developers, analyzing 
the risk, construction loans, payout 
and interim financing. 

George H. Dovenmuehle, president, 
Dovenmuehle, Inc., Chicago, and 
Thomas E. Walton, Jr., assistant vice 
president, Insurance Company of 
America, Philadelphia, will team up 





Harry Held 


Perry Bower 
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ind discuss jointly: “Insurance Prac- 
tices of a Mortgage Banker.” They 
will deal in detail with the develop- 
ment of sales ideas, aids and methods; 
the development of appraisal methods 
and loss adjustments; types of policies 
to be sold, and policy errors; insurable 
values; and adequacy of fidelity in- 
surance and errors and omissions cov- 
erage. 

“The Production of Mortgage Loans 

New Dwellings and Projects,” will 
be covered by Carl L. Gardner, land 
economist, Carl L. Gardner and Asso- 
ciates, Chicago. His subject includes 
land planning and utilities, including 
FHA and VA subdivision require- 
ments. Robert W. Jensen, architect, 
A. J. Del Bianco of Chicago, will dis- 
cuss the study of plan layout, blue- 
prints and specifications. 

Lon Worth Crow, Jr., president, 
Lon Worth Crow Company, Miami, 
will discuss “Closing the Loan and 
Preparation for Sale.” Specifically, he 
will deal with the issue of conforming 
to the investor’s pattern, developing 
the submittal and closing the loan. 
E. C. Edmonds, vice president, The 
Ohio National Life Insurance Com- 
pany, Cincinnati, will follow 
“Purchasing Mortgage Loans on 
Dwellings.” This will include a thor- 
ough analysis of conventional loan 
submissions for existing and new 
dwellings. Addison C. Pond, super- 
visor of mortgages and real estate, 
National Life Insurance Company, 
Montpelier, Vermont, will serve as 
chairman, and Lon Worth Crow, Jr., 
Carey Winston, president, Carey Win- 
ston Company, Washington, D. C., 
Frank W. Reed, trust officer, The 
First National Bank at Orlando, Or- 
lando, Florida, and E. C. Edmonds, 
will be participating members of a 
“Loan Committee in Action.” 

Mr. Winston, also, will speak on 
“The Duties and Responsibilities of 
the Servicing Agent and the Inves- 
tor”; and Mr. Reed will speak, like- 
wise, on “The Control and Mainte- 
nance of Loan Processing and the 
Establishment of Permanent Servicing 
Records.” W. James Metz, MBA con- 
troller and director of servicing and 
accounting, will undertake the topic: 
“Effective and Efficient Servicing Poli- 
cies and Practices.” 


Thorne Hall at Northwestern where ——» 
students at the School hear the lectures. 


with . 


Dr. Harold W. Torgerson, professor 
of finance, Northwestern University, 
will discuss “Our Commercial Bank- 
ing System,” and “Our Monetary 
System.” Richard W. Baker, Jr., exec- 
utive assistant, New York Life Insur- 
ance Company, New York, will deal 
with “The Mortgage Market.” 

“Government Insured or Guaran- 
teed Loans—Their Place in the Insti- 
tutional Investors’ Portfolios,” will be 
the topic of J. J. Braceland, vice presi- 
dent, The Philadelphia Saving Fund 
Society, Philadelphia. He will cover 
the advantages to the investor of VA 
guarantee and FHA insurance with 
emphasis on yield considerations; pro- 
tecting insurance of FHA and VA 
guarantee; and delinquencies, fore- 
closures and debenture bonds. 


Course Il 


>> For Course II, the program is to 
include: 

Perry S. Bower, assistant general 
manager and treasurer, The Great- 
West Life Assurance Company, Win- 
nipeg, Canada, who will analyze “In- 
vestment Policies and Practices of 
Institutional Investors on Income 
Properties.” 


He will deal specifically 





with life insurance companies. Harry 
Held, vice president and mortgage 
officer, The Bowery Savings Bank, 
New York, will take up the same 
topic, but from the viewpoint of the 
mutual savings banks, commercial 
banks and other investors. Discussing 
“The Production of Mortgage Loans 
—Apartments,” Hunter Moss, of 
Hunter Moss & Company, Baltimore, 
will analyze particularly the require- 
ments of investors, contacts and loan 
acquisition, analysis of the appraisal 
and preparation of loan submission. 

Everett C. Spelman, vice president, 
Western Securities Company, Denver, 
will discuss, in relation to “The Pro- 
duction of Mortgage Loans—Shop- 
ping Centers and Other Retail Prop- 
erties,” the matter of contacts and 
loan acquisition, area surveys, physi- 
cal layouts and tenant balance, analyz- 
ing the project, and preparation of 
the loan submission. 

The over-all subject of “Financial 
Statements” will be dealt with thor- 
oughly, including among other phases, 
the theory and basis discussion on 
balance sheets and profit and loss, ra- 
tios commonly used by examiners, 
and practical use in analyzing loan 
information. “Industrial Financing,” 
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Addison Pond 


Lemuel Holt 


too, will be undertaken by Mr. Pease. 
Chis lecture will deal with procure- 
ment, analysis, negotiation and sale of 
industrial mortgages, secured bond is- 
sues and unsecured term loans. A field 
trip, covering a series of income and 
redevelopment projects, is planned. 
Joseph H. Grayson, vice president, 
The South East National Bank of 
Chicago, will serve as field trip leader. 


A panel discussion, “The Investor's 
View of Mortgage Loans on Apart- 
ments, Retail and Industrial Proper- 
ties,” will be MBA 
President Lindell Peterson and presi- 
dent, Chicago Mortgage Investment 
Company. Both Mr. Grayson and Mr. 


moderated by 


Spelman will participate on the panel, 
“Capacity and 
Community,” and 


discussing respectively 
Hazards of the 
“Fixed Rent 
Also appearing on the panel 


Leases vs. Percentage 
Leases.” 
will be James W. Gibson, associate 
city mortgage manager, John Han- 
cock Mutual Life 


pany, Boston, speaking on “Analyzing 


Insurance Com- 


Income Properties for Mortgage in- 
vestment” and Herman Walther, ap- 
praiser, Chicago, speaking on “Ap- 
praisal Factors Pertaining to Income 
Propet ties.” 


“Collateral Documents,” a topic en- 
compassing assignment of rents, as- 
signment or subordination of specific 
leases, operational problems and haz- 
ard insurance requirements, will be 
discussed jointly by Newton S. Noble. 


Jr... president, Lake Michigan Mort- 





Robert Kratovil Lon W. Crow 
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E. C. Edmonds J. J. Braceland 


gage Company, Chicago, who will un- 
dertake the practical aspects of the 
matter; and Robert Kratovil, title of- 
ficer, Chicago Title & Trust Com- 
pany, who will explore the legal as- 
pects. 

Lemuel J. Holt, secretary-treasurer, 
W. A. Clarke Mortgage Company, 
Philadelphia, will speak on “Mort- 
gage Office Management” and “Per- 
sonnel Management.” Under the sub- 
ject of office management, he will 
include co-ordinating departmental 
procedures and statistical reports. Dr. 
Torgerson, of the university faculty, 
will discuss “Developments in Short- 
Term Money Markets and Bank 
Credit;” and Mr. Richard W. Baker, 
a lecturer also in Course I, will pre- 
sent the subject of ““Market Analysis.” 


Course Ill 
>> The curriculum for Course III 
includes lectures and discussions on 
such various subject areas as: “De- 
centralization and Urban Renewal: 
Its Effect on Properties ;” 
“Population: Trends, Migrations, 
Family Formations, etc., As Factors 
Affecting Real Estate Trends;” and a 
panel discussion on “Processing and 
Analyzing Special Purpose Proper- 
ties,” including office buildings and 
apartments, motels and hotels, indus- 
trial property, and warehouses, 
churches, hospitals, educational insti- 
tutions, theatres and recreational fa- 


Income 


cilities, motor terminals and othe1 


miscellaneous structures. 


Hunter Moss 


Harold Torgerson 








Joseph Grayson E. C. Spelman 


Samuel E. Neel, MBA General 
Counsel, Washington, D. C., will 
speak on “Inside Official Washing- 
ton.” Robert H. Pease will discuss 
“The Significant Role of Statistics in 
Mortgage Banking,” on the areas of 
sources and assimilation of statistics 
and data vital to the industry, inter- 
preting statistics intelligently and the 
development of adequate and appro- 
priate statistical records. Dr. Homer 
V. Cherrington will lecture on “Ap- 
praising the Economy.” Also sched- 
uled is a discussion on “Modern In- 
dustrial Growth and Its Effect Upon 
the City,” and, likewise, a field trip. 

Drs. Torgerson and Cherrington 
will conduct a combined session on 
“Selected Factors Influencing the 
Supply of Mortgage Funds.” And, 
too, there will be a study of “Prop- 
erty Valuations — Effect of Current 
Yields on Capitalization Rates,” and 
a “Portrayal of National Income 
Including Distribution.” 

Other discussion topics will in- 
clude: “Mortgage Loans in Competi- 
tion with Other Forms of Invest- 
ment,” as pertaining to life insurance 
companies, mutual savings banks, and 
pension funds; and “Banking the 
Mortgage Banker.” This latter topic 
will deal with the basic and construc- 
tion financing, as well as with ware- 
housing and interim financing. 

Course III’s concluding day session 
will be devoted fully to a Symposium 
on Mortgage Banking. In this full 


a 


Frank W. Reed 





Robert Pease 
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ill 
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lay session, there will be discussed, in 
short talks by industry leaders, with 
ample time for student questions, a 
series of varying aspects of mortgage 
banking. The various areas coming 
under discussion will include: servic- 
ing operations—relations with invest- 
ors and borrowers; capital require- 
ments for mortgage firm establishment 
and operations; branch office opera- 
tions; legislative influence in mort- 
gage banking; locating and develop- 
ing new sources of mortgage 
investment money; transition from 
small to large operations (including 
administration, personnel, facilities 
and equipment, etc.) ; attributes of a 
good mortgage banking executive; 
management succession and the im- 
portance of adequate planning; and 
impressions of the mortgage banking 
profession. 

Of course, as an integral feature 
of the planning and conducting of 
Courses I, II, and III, there will be 
regularly scheduled study periods and 
specially designated times for in- 
formal group discussions in the eve- 
nings. Course lecturers will partici- 
pate as discussion leaders for these 
informal evening sessions. 


Each Course’s opening session will 
consist of a Sunday evening buffet 
supper and get acquainted meeting. 
Likewise, each Course will conclude 
its one-week session with a written, 
final examination. 


STORY OF A STAMP 

This month the post office depart- 
ment is issuing three special stamps 
to emphasize the importance of wild- 
life conservation. The first has the 
wild turkey as the subject and is 
shown below. The story of how all 
this came about is an interesting one. 






~ WILDLIFE CONSERVA 
oe 4 





WILD TURKEY 


, ¢ 
UNITED STATES POSTAGE 3 


Issuance of the stamps is the cul- 
mination of the efforts of several 
people particularly interested in cre- 
ating a greater appreciation of our 
wildlife by the general public. E. R. 
Kalmbach, formerly a biologist with 


the Fish and Wildlife Service, long 
had in mind such a series and tried 
in vain to get them issued. 

Then Samuel E. Neel, MBA gen- 
eral counsel, came into the picture. 
He collects duck-stamp prints and 
had all of them but one. The miss- 
ing print in the Neel collection was 
one of ruddy ducks drawn by Mr. 
Kalmbach. On a trip to Denver Mr. 
Neel met Mr. Kalmbach; and at 
their meeting, received a print of 
the 1941 duck stamp and learned of 
Mr. Kalmbach’s hope for a series of 
wildlife postage stamps and saw the 
designs which had been worked up. 

Nee] liked the idea of such a series 
and set out to see what he could do 
to get them issued. He sent the 
Kalmbach designs to Aksel Nielsen, 
former MBA president, Denver, and 
the host of President Eisenhower 
when the chief executive vacations 
in Colorado. 

Last summer Mr. Nielsen pre- 
sented the idea to the President. He 
gave immediate approval for the 
three stamps and said he would like 
to see them issued during 1956. The 
two to appear later will depict an 
antelope and a king salmon. 
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es SCHOOL OF MORTGAGE BANKING 


Courses I and II, Stanford University, Stanford, Calif. 


AST summer, MBA presented for 
LI the first time a second section 
of its School of Mortgage Banking, 
Course I, at Stanford University in 
Stanford, California. This summer, 
the MBA School expands its opera- 
tional scope even further when it in- 
troduces another “first” in its curric- 
ulum at Stanford—Course II, to be 
given August 5—11. Course I will be 
repeated, likewise, July 29 to August 4. 

Che enthusiastic response to, and 
successful conduct of, last summer’s 
Course I augurs well for this year’s 
initial presentation of Course II. Gen- 
erally speaking, the curricula of both 
courses as presented at Stanford will 
follow along the same lines as the 
curricula of the corresponding courses 
being given at Northwestern. And 
here, too, the students will be met by 
the same high caliber of lecturers and 
speakers for which the Northwestern 
sessions are noted—men of outstand- 
ing professional achievement and ex- 
perience. 
>> Curriculum for Course I includes: 

V. R. Steffensen, senior vice presi- 
dent, First Security Bank of Utah, 
Salt Lake City, speaking on “Eco- 
nomics of Mortgage Banking;” Rich- 
ard H. Howlett, vice president and 
chief title officer, Title Insurance and 


rrust Company, Los Angeles, discuss- 
ing “Legal Aspects of Mortgage In- 
vestments on Dwellings; Ronald L. 
Campbell, David Bohannon Organi- 
zation, San Mateo, California, taking 
up “The Origination of Mortgage 
Loans — New Dwellings and Proj- 
ects;” John L. Lyman, loan officer, 
Dwyer-Curlett & Company, Los An- 
geles, who will deal with “Insurance 
Practices of a Mortgage Banker.” 

“Closing the Loan and Preparation 
for Sale” will be covered by Silas O. 
Payne, attorney at law and vice pres- 
ident of Marble Mortgage Company, 
San Francisco. There will be a dis- 
‘‘Purchasing Mortgage 
Dwellings:” also, “The 
Origination of Mortgage Loans — 
Existing Dwellings.” Linden L. D. 
Stark, vice president, Crocker-Anglo 
National Bank, San Francisco, as 
chairman, and G. C. Pettygrove, R. C. 
Larson and Silas O. Payne, as par- 
ticipants, will make up a “Loan Com- 
mittee in Action.” 


cussion of 


Loans on 


Willis R. Bryant vice president, 
American Trust Company, San Fran- 
cisco, and vice chairman of MBA’s 
Educational Committee, will discuss 
“Opportunities and Responsibilities in 
Mortgage Servicing;” W. James Metz 
will speak on “Effective and Efficient 





Attending School in a Delightful Setting 
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Servicing Policies and Practices; Wil- 
liam A. Branigin, assistant secretary- 
treasurer, Carroll Mortgage Com- 
pany, Seattle, will discuss “Placing the 
Closed Loan on the Books;” Dr. Her- 
bert E. Dougall, professor of finance, 
Graduate School of Business, Stan- 
ford University, will lecture on “Fi- 
nancial Institutions.” 

Dale M. Thompson, president, City 
Bond and Mortgage Company, Kan- 
sas City, Missouri, will speak on 
“Government Insured or Guaranteed 
Loans—Their Place in the Institu- 
tional Investors’ Portfolios.” Arnold 
A. Wilken, loan guaranty officer, Vet- 
erans Administration, Los Angeles, 
will discuss “The Veterans Adminis- 
tration Program.” He will be fol- 
lowed by James C. Belda, director, 
Federal Housing Administration, San 
Francisco, speaking on “The Federal 
Housing Administration Program.” 
Dr. Theodore J. Kreps, professor of 
business economics, Graduate School 
of Business, Stanford University, will 
lecture on “Economics and Business 
Conditions.” 
>> And for Course II: 

G. C. Pettygrove, mortgage loan 
supervisor, Penn Mutual Life Insur- 
ance Company, Oakland, will discuss 
“Investment Policies and Practices of 
Institutional Investors on Income 
Properties,” as applicable to life in- 
surance companies. In addition, the 
discussion will include these policies 
as applicable to mutual savings banks, 
commercial banks and other investors. 
“The Production of Mortgage Loans 
—Apartments” will be handled by 
Silas O. Payne. Everett C. Spelman 
will speak on “The Production of 
Mortgage Loans—Shopping Centers 
and Other Retail Properties.” And, 
also, there will be a discussion of “Fi- 
nancial Statements.” 

G. C. Pettygrove will discuss “In- 
dustrial Financing.” Following this 
there will be a field trip including the 
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stanford University Project; Wilders 
own and Country Village, Los Al- 
ss; Hillsdale; West Lake Develop- 
nent, San Francisco; and Storestown. 
Willis R. Bryant will act as field trip 
leader. 

A panel discussion, “The Investor’s 
View of Mortgage Loans on Apart- 
ments, Retail and Industrial Proper- 


ties,” will cover the analysis of sub- 





W. R. Bryant L. L. D. Stark 





G. C. Pettygrove D. M. Thompson 





Silas O. Payne 





Everett Spelman 


H. E. Dougall 


missions, legal aspects of this type of 
lending, factors peculiar to each type 
and guaranteed minimum rentals vs. 
percentage Dale M. Thomp- 
son will be moderator; panel partici- 
pants will include: Everett C. Spel- 
man and H. F. Whittle, president, 


leases. 


H. F. Whittle Investment Company, 
Los Angeles. Richard H. Howlett will 
discuss the legal aspects of “Collateral 
Documents.” 


Carey Winston, Carey 
Winston Company, Washington, 
D. C., will discuss ““Mortgage Office 
Management” and “Personnel Man- 
agement.” Dr. Theodore J. Kreps 
will undertake “Developments in 
Short-Term Money Markets 
Bank Credit.” Thomas L. Lowe, vice 
president, Pacific Mutual Life Insur- 
ance Company, Los Angeles, will dis- 
cuss “Market Analysis.” 


president, 


and 


The start of actual classroom ses- 
sions for both Course I and Course I] 
will be preceded by the traditional 
Sunday evening buffet supper and 
get-acquainted meeting. Likewise, 
time has been allotted in the sched- 















Stanford’s Memorial Church 


uling of School activities for study 
periods and informal evening group 
discussions. A written final examin- 
ation will be given at the conclusion 
week session, for both 


of each one 


Course I and II. 


Robert S. Vaughan, manager of 
the Camden, New Jersey office of 
Lawyers Title Insurance Corpora- 
tion, of Richmond, Virginia, has re- 
signed that post to take over the 
duties of vice president in charge 
of developing business for the Lane 
Title & Trust Company of Phoenix, 
Arizona. He will, however, retain 
some connection with the Virginia 
company, since Lane Title is an agent 
for the eastern firm. For 12 years 
prior to joining the Camden office, 
Mr. Vaughan served as field repre- 
sentative for Lawyers Title in Newark. 





On the Campus at Stanford 
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Dormitory Area Where Educators Will Stay 
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amt ANOTHER 
EDUCATORS’ CONFERENCE 


UNIVERSITY OF COLORAD 


HE University of Colorado in 

Boulder is to be the site, July 16 
and 17, of MBA’s second Educators 
Conference—a unique type of meet- 
ing, first introduced (and most suc- 
cessfully) last year at the University 
of Michigan in Ann Arbor. 

To this Conference, sponsored by 
the MBA Trust Committee in cooper- 
ation with the University of Colo- 
School of Business, will be 
invited the deans or selected repre- 


rado’s 


sentatives of the schools of business 
from colleges and universities in a 16 
state area. States to be represented 
include Colorado, Kansas, Oklahoma, 
Missouri, Iowa, Nebraska, Wyoming, 
Minnesota, South Dakota, North Da- 
kota, Montana, Idaho, Utah, Arizona, 
New Mexico and a portion of Texas. 
40 business school administra- 
expected to 


Some 
tors and educators are 
attend, 

Chis Conference is intended to bet- 
ter acquaint these educators with the 
functions and operations of the mort- 
gage banking industry, with the objec- 
tive of securing a better appreciation 
for this field in schools of higher learn- 
ing. There is the added objective of 
interesting more young people to enter 
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the mortgage banking industry, thus 
providing a continuing and very nec- 
essary source of supply of more and 
better trained personnel. 

At the Conference’s opening session, 
Monday morning, July 16, Dean Del- 
bert J. Duncan of the University will 
deliver an address of welcome. He, 
likewise, will moderate this session. 
Walter C. Nelson, president, Eber- 
hardt Company, Minneapolis, Min- 
nesota, will speak on “The Economic 
and Social Significance of Mortgage 
Banking in the Nation’s Economy.” 
This will be a discussion of the over- 
all mortgage field; its background, 
who supplies the mortgage funds, on 
what terms, what determines the 
availability of money, the industry’s 
development and its position in, and 





W. A. Clarke Henry Edmiston 


responsibility to, the free enterprise 
system. 

Lindell Peterson, MBA president, 
and president, Chicago Mortgage In- 
vestment Company, will tell the group 
“How Mortgage Banking Functions 
for the Home Buyer and the Income 
Property Investor,” a step-by-step ac- 
count of how the mortgage industry 
functions—how loans are negotiated, 
how they are offered to the ultimate 
investor, closing arrangements, the 
“warehousing” transaction, etc. 

John F. Austin, Jr., MBA vice 
president, and president, T. J. Bettes 
Company, Houston, will discuss 
“FHA-Insured and VA-Guaranteed 
Mortgages.” Mr. Austin will describe 
both operations, the advantages and 
disadvantages of each and their sig- 
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iificance for the housing industry. An 

pen forum discussion of the morn- 
ng’s addresses will conclude the initial 
ession. 

In the afternoon, a panel discussion, 

Chis Is the Mortgage Business,” will 
be moderated by William A. Clarke, 
president, W. A. Clarke Mortgage 
Company, Philadelphia. Panel partici- 
pants will include: B. B. Bass, presi- 
dent, American Mortgage and Invest- 
ment Company, Oklahoma City, who 
will discuss “Loan Correspondent 
Life Insurance Company Relation- 
ship”; Lindell Peterson, who will dis- 
cuss “Educational Requirements” ; 
Henry H. Edmiston, financial vice 
president, Kansas City Life Insurance 
Company, Kansas City, Missouri, and 
chairman of the finance section of 
the American Life Convention, whose 
topic will be “A Life Insurance Com- 
pany Mortgage Department”; Aksel 
Nielsen, chairman, MBA Trust Com- 
mittee, and president, The Title Gaur- 
anty Company, Denver, who will dis- 
cuss “Tithe Companies and the 
Mortgage Business.” 

Also appearing on the panel will 
be John F. Austin, Jr., discussing 
“Branch Office Operations” ; 
H. Pease, vice president, Draper and 
Kramer, Inc., Chicago, speaking on 
“Salaries and Pensions”; and Byron 
T. Shutz, president, Herbert V. Jones 
& Company, Kansas City, Missouri, 
analyzing “Capital Requirements.” 
The summation of these comments 
will represent mortgage banking in op- 
eration, the role of the correspondent, 
how he operates as a teammate with 
the investor, the position of the title 
company in mortgage lending, the 
capital needs of the industry—in brief, 


Robert . 


A 


a large industry at work and the tools 
it uses to perform its tasks. A dinner 
meeting is scheduled for the evening. 

Dr. Henry I. Kester, associate pro- 
fessor of finance, University of Colo- 
rado, will moderate Tuesday’s sessions. 
Starting the morning program, with 
an analysis of “The Theories and 
Methods in Mortgage Underwriting,” 
will be B. B. Bass. Mr. Bass will dis- 
cuss the philosophy and procedures 
fundamental mortgage 
underwriting. Then, Mr. Edmiston 
will discuss “Mortgage Investment 
Policies and Practices of Life Insur- 
ance Companies and other Institu- 
“ having 


to successful 


tional Investors. 
been long a favorite investment me- 
dium for long-term Mr. 
Edmiston will explain why they buy 
them, their investment appeal and the 
influences which, at times, cause them 


Mortgages, 


investors, 





Colorado’s School of Business Building 
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Memorial Center, Where Sessions Will Be Held—No Dancing, However 


to increase or decrease their mortgage 
purchases. 

Byron T. Shutz will lecture on 
“Mortgage Banking and the Schools,” 
a topic of vital interest to the con- 
ferees. He will explain in detail the 
opportunities in the mortgage bank- 
ing field which await promising col- 
lege graduates, the industry’s needs 
and ways in which students can be 
prepared for careers in some phase of 
mortgage banking. The remainder of 
the morning will be spent in an open 
forum discussion and in an informal 
social period. 

That afternoon, Robert H. 
will discuss “Financing Commercial 
and Industrial Real Estate.” He will 
analyze large-scale loans for industrial 
companies, shopping centers, . office 
buildings and which the 
techniques for handling vary widely 
from those employed in residential 
loans. William A. Clarke will discuss 
“The Mortgage Market of the Fu- 
ture.” He will explain how the mar- 
ket process works, and give his esti- 
mate of the future mortgage market. 
Miles L. Colean, economist, will speak 
on “The Legislative Influence in 
Mortgage Banking.” He will describe 
the status of the mortgage programs 
and project his outlook for the future. 
Following these talks, an open forum 
discussion will be held. 

Following the University of Colo- 
rado Conference this year, it is an- 
ticipated that a third will be held in 


1957 at some other college or uni- 


Pease 


stores, of 


versity. 





































Accomplishments in Education 


MBA’s accomplishments in education are among the principal contributions which 
the Association has made during the past decade to the betterment of the industry 
it serves. Yet, strangely enough, these are achievements which the average mem- 
her—unless he has had a staff member attending one of the courses—never ex- 
periences personally. Just who are the people who attend the MBA courses, what 
is their average age, what positions do they hold in the firms they work for, how 
well distributed geographically are they? This compilation answers these questions 
and will give you a better insight into how important this effort is for our industry. 
lt turns up another significant fact; the educational program is of far broader 
appeal than most members realize. 


RECAPITULATION of the po- 
A sitions held, within their re- 
spective firms, by mortgage personnel 
currently enrolled in the MBA edu- 
cational program reveals a wide range 
im experience and degree of responsi- 
bility. These “students” hold positions 
ranking all the way from company 
president to trainee. 

These offices, distributed admit- 
tedly throughout companies varying 
considerably in type and size, include: 
president, vice president, assistant vice 
president, executive vice president, 
treasurer, assistant treasurer, depart- 
ment head, clerk, secretary, assistant 
secretary, assistant loan agent, part- 
ner, assistant mortgage loan officer. 
mortgage loan negotiator, appraiser 
and loan solicitor, inspector, field 
supervisor trainee, attorney, field su- 
pervisor, real estate loan officer 
trainee, assistant manager, assistant to 
partner, cashier. 


Also mortgage payout clerk, branch 
office manager, appraiser, assistant 
cashier, investment supervisor, serv- 
icing clerk, mortgage underwriter, 
owner, controller, mortgage analyst, 
loan officer, sales manager, loan an- 
alyst, mortgage loan representative, 
mortgage solicitor, field representa- 
tive, loan supervisor, field inspector, 
real estate appraiser, principal execu- 
tive assistant, tax supervisor, mort- 
gage supervisor, office supervisor, 
interviewer and loan processor, in- 
vestment accountant, manager, chief 
accountant, mortgage loan depart- 
ment clerk, auditor, commercial loan 
representative, investment accountant 
and trainee. 

More specifically, there are among 
these 7 presidents, 44 vice presidents, 
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21 assistant vice presidents, 15 treas- 
urers or assistant treasurers and 12 
department heads, to say nothing of 


the multitude of other classifications. 


Obviously, therefore, the School of 


Mortgage Banking curriculum is not 
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1imed at any one specific or limited 
segment of employees. Any number 
f employees, in any type of member 
firm, belong—appropriately enough 
in the School of Mortgage Banking. 
Currently, a total of 221 different 
companies, each represented by from 
one to six students, participate ac- 
tively in the School. 

The geographical location of these 
students, likewise, is wide spread. At 
the moment, only eight states lack 
representation. These are Louisiana, 
Maine, Massachusetts, Nevada, New 
Hampshire, North Dakota, South Da- 
kota and Vermont. In contrast, such 
states as Arizona, California, Colo- 
rado, Illinois, Missouri, New York, 
Texas, Utah and Washington, plus 
the District of Columbia, each have 
10 or more students participating in 
the School program. Canada, too, is 
represented with one student in 
Course II at Northwestern University. 

This wide distribution, with 
dents from 40 states, plus the District 
of Columbia and Canada, indicates 
two things: 


stu- 


>> First, that the curriculum as pre- 
sented, is appropriate for all segments 
of the country and for all types of 
mortgage activity, and second 

>> That the opportunity for these 
students from all parts of the country, 
to discuss their operations and prob- 
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STANFORD 


lems with one another, may well be 
said to be one of the chief advantages 
of attending the School. 

In age, students range from their 
early 20’s to well over 50; the pre- 
dominant age group being from 25 
to 39. Some 10 students fall in the 
20-24 age bracket; the 40-50 age 
bracket accounts for approximately 
50 students. As long as a prospective 
student has had at least a year or two 
of experience in the mortgage bank- 
ing field, his chronological age should 
not hamper his attendance. It is 
amazing how learning by men at both 
ends of this age scale can be so re- 
ciprocal. 

Likewise, students’ experience in the 
mortgage field varies widely, ranging 
from approximately one year to well 
over 10 years. And, too, all types of 
companies are represented. Mortgage 
companies account for 186 students: 
life insurance companies, 26; savings 
banks and trust companies, 24; com- 
mercial banks, 56; title companies, 10. 
Seven other students are from miscel- 
laneously classified organizations. 

Nor is attendance at the School 
strictly a male perogative. Out of a 
total of 309 students, Northwestern 
sessions include four women students, 
Stanford account for five. 
Women, obviously, are very much a 
part of the student body. 


sessions 


(1) Student Name 


PEOPLE & EVENTS 


Heyward T. Denyes has resigned 
as vice president of Manufacturer’s 
National Bank, 
Detroit, and ac- 
quired a substan- 
tial financial in- 
terest in Ralph 
Talbot Company. 
He has been 
elected executive 
vice president and 
general manager 
and will have 
complete charge 
of the firm’s operations. Denyes was 
general vice president and chief oper- 
ating officer of Industrial National 
Bank of Detroit prior to its merger 
with Manufacturer’s National Bank. 
He is a former Detroit MBA presi- 
dent. 





H. T. Denyes 


George E. Price, executive vice 
president, National Homes Corpora- 
tion, has been elected president of 
Prefabricated Home Manufacturers’ 
Institute. Other new PHMI officers: 
Vice president, Robert J. Lytle, Mod- 
ern Homes Corp.; secretary-treasurer, 
Horace N. Durston, American 
Houses, Inc.; directors, P. S. Knox, 
Jr., Knox Corporation, Eugene E. 
Kurtz, Inland Homes Corporation, 
and John W. Pease, Pease Woodwork 
Company. 


L. O. KERWOOD, Director of Education and Research 
Mortgage Bankers Association of America 

111 West Washington Street, Chicago 2, Ill. 
I would like to register the following for the NORTHWESTERN 


School of Mortgage Banking, Course I, 


1956 


Position in Firm 

about the school, the Age Please Check: Man Woman 
class schedule and Number Years Experience in Mortgage Banking 
all information will (2) Student Name 
be sent to you Position in Firm , 
prompt l y. For Aga... Please Check: Man Woman. 
— 7 Number Years Experience in Mortgage Banking 

° (3) Student Name 
at Northwestern and Penttiee dee, Wee 
Course II at Stan- Age 3 Please Check: Man Woman. 
ford, please send Number Years Experience in Mortgage Banking 
letter. FIRM NAME 

ADDRESS. 
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Albuquerque, San Francisco and 
Seattle Are on MBA May Schedule 


NE major mortgage Conference 
) and two regional work-shop 
Clinics will share the MBA activity 
spotlight for the month of May. All 
three will be Western meetings—in 
Albuquerque, San _ Francisco, and 
Seattle. 

Attention will focus first on the 
Southwestern Mortgage Clinic, May 
10 and 11, at the Hilton Hotel in 
Albuquerque. 

The program is to include: 
>> First Clinic Session, Thursday, 
May 10, 9:30 A.M. 

A welcome to Albuquerque, by the 
Hon. Maurice Sanchez, chairman of 
the city commission, will be followed 
by MBA President Lindell Peterson’s 
speech, “The Mortgage Outlook.” 
Next, King Upton, vice president, 
The First National Bank in Boston, 
will speak on “Interim Financing of 
Closed Long Term 
Forward Other 
speakers and their topics are: John 
F. Austin, Jr.. MBA Vice President, 
and president, T. J. Bettes Company, 
Houston, who will tell “How to Get 
Investors to the Southwest;” and 
Aksel Nielsen, Mortgage 


Investments Company, Denver, who 


Mortgages and 
Commitments.”’ 


president, 


will discuss ““The Regional Mortgage 
Market.” 

A luncheon will be held at 12:30 
P.M. in the Alvarado Hotel. Speak- 
MBA General Counsel 
Neel. who will 
“The Washington Picture;” and 
Frank J. McCabe, Jr.. MBA assist- 
ant secretary-treasurer, who will tell 
“What Your MBA Does for You.” 
>> Second Clinic Session, Thursday, 
May 10, 2:00 P.M. 

Starting the session will be a Panel 
Discussion on Servicing. Robert W. 
Drye, vice president, Gulf Coast In- 
vestment Corporation, Houston, will 
The participants 
and their topics include: W. James 
Metz, MBA controller 


ers will be 


Samuel E. present 


act as moderator. 


and director, 
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accounting and servicing, will speak 
on accounting; Roy C. Johnson, pres- 
ident, Albright Title & Trust Com- 
pany, Newkirk, Oklahoma, will deal 
with borrower relations; Paul R. 
Rubincam, partner, Anderman & 
Glasebrook, Albuquerque, will dis- 
cuss insurance; covering delinquen- 
cies will be handled by Carroll J. 
Pierce, vice president, Standard 
Mortgage Company, Phoenix; and 
taking up the investor’s viewpoint 
will be Franklin J. Briese, vice pres- 
ident, The Minnesota Mutual Life 
Insurance Company, St. Paul. 

>> Third Clinic Session, Friday, 
May 11, 10:00 A.M. 

This session will be devoted en- 
tirely to a “Panel Discussion on 
Production.” It will be moderated 
by O. D. Propps, Jr., president, 
Western Inc., Albu- 


querque. 


Investments, 


Participants and their subjects will 
include: 

Albert J. president, 
Van Schaack & Company, Denver, 
who will talk on “Originating FHA 
and VA loans.” Everett C. Spelman, 
vice president, Western Securities 
Company, Denver, who will speak 
on “Soliciting Conventional Loans 
and Appraising for Investors.” B. B. 


Moye, vice 


Bass, president, American Mortgage 
and Investment Company, Oklahoma 
City, will follow with “Submissions.” 
will be dealt with by 
Zuendt, president, Home 


“Processing” 


Ww. Mi 





Wallace Moir John F. Austin, Jr. 


Mortgage Company of El Paso; and 
Harry V. Cameron, president, Ari- 
zona Land Title & Trust Company, 
Tucson, will speak on the subject of 
“Closing.” 

Paul J. Vollmar, Jr., president, 
Realty Mortgage and Investment 
Company, Albuquerque, is clinic 
chairman and will preside at all 
Clinic sessions. 

A reception for all attending the 
Clinic will be held in the ballroom 
of the Hilton Hotel, at 6.30 P.M. 
on Wednesday, May 9, the evening 
preceding the start of actual business 
sessions. 


San Francisco 


Looking Westward from Albu- 
querque, attention focuses next on 
San Francisco and the Fairmont 
Hotel—scene of the Western Mort- 
gage Conference, May 14 and 15. 
There, the program shapes up like 
this: 
>> First Conference Session, 
day, May 14, 10:00 A.M. 

Presided over by Silas O. Payne, 
vice president, Marble Mortgage 
Company, San Francisco, this initial 
session will start with MBA President 
Lindell Peterson’s observations on 
“The Mortgage Outlook.” Following 
Mr. Peterson, King Upton, vice presi- 
dent, First National Bank of Boston, 
will discuss “Interim Financing of 
Closed Mortgages and Long Term 
Forward Commitments.” 

The remainder of this morning ses- 
sion will consist of a panel discussion 
on: “Management 
Small and Growing Enterprises,” 
moderated by Wallace Moir, presi- 


Mon- 


Succession in 





Urban K. Wilde 


Frank J. McCabe, Jr. 


eee eed 


oon 








dent, WaHace Moir Company, Bev- 
‘rly Hills, California. Panel partici- 
pants, in addition to Lindell Peterson, 
will include John F. Austin, Jr., MBA 
Vice President, and president, T. J. 
Bettes Company, Houston; Urban K. 
Wilde, manager, mortgage loan de- 
partment, Coldwell, Banker & Com- 
pany, Los Angeles; T. C. McMillan, 
president, McMillan Mortgage Co., 
Palo Alto, California. 

Speaker for the noon luncheon, to 
be held in the Tonga Room, of the 
Fairmont Hotel, will be D. Clair 
Sutherland, vice president, Bank of 
America, N.T. & S.A., San Francisco. 
»> Second Conference Session, Mon- 
day, May 14, 2:00 P.M. 

Leading off the afternoon session, 
Frank J. McCabe, Jr., MBA assistant 
secretary-treasurer, will speak on 
“The Research and Educational Trust 
Fund of MBA.” He will be followed 
by Earl W. Smith, immediate past 
president, National Association of 
Home Builders, who will address the 
group on “Land Purchase and Sub- 
division Improvements.” 


A panel discussion, ““The Mortgage 


Loan Broker’s Place in the Mortgage. 


Business,” will be moderated by 
Franklin D. Richards, president, 
Richards-Woodbury Mortgage Cor- 
poration, Salt Lake City. Those par- 
ticipating are: J. Maxwell Pringle, 
president, Pringle-Hurd & Co., New 
York; George J. Lentz, partner, Hun- 
toon, Paige & Co., New York; .How- 
ard J. Ludington, president, H. J. 
Ludington, Inc., Rochester, New 
York; Thomas P. Coogan, president, 
Housing Securities, Inc., New York; 
William A. Marcus, senior vice presi- 
dent, American Trust Company, San 
Francisco; Eugene S. Cox, manager, 
mortgage loans, Pacific Mutual Life 
Insurance Company, San Francisco. 
»> Third Conference Session, Tues- 
day, May 15, 10:00 A.M. 

Three addresses will comprise the 
morning program. These be: 
“What Investors in Mortgage Loans 
Are Demanding in Title Insurance 
and Limitations of Title Companies 
to Supply It,” to be delivered by 
Benjamin J. Henley, president, Cali- 
fornia Pacific Title Insurance Com- 
pany, San Francisco; “Government 
Monetary and Fiscal Policy and Its 
Effect on Mortgage Financing,” to 
be given by Marriner S. Eccles, presi- 


will 





dent, Utah Construction Company, 
and former chairman, Federal Re- 
serve Board, Washington, D. C.; 
“Washington News and Trends,” by 
Samuel E. Neel, MBA general coun- 
sel in Washington, D. C. 

>> Fourth Conference Session, Tues- 
day, May 15, 8:00 P.M. 

A full-session “round table discus- 
sion on “Operating and Servicing 
Problems,” will be moderated by Silas 
O. Payne. Appearing with him will 
be: Edward J. De Young, MBA as- 
sistant director of accounting and 
servicing; Thomas E. McDonald, vice 
president, T. J. Bettes Company, 
Houston; Duane Y. Sarles, loan guar- 
anty officer, Veterans Administration, 
San Francisco; James C. Belda, di- 
rector, Federal Housing Administra- 


tion, San Francisco; B. B. Bass, 
president, American Mortgage and 
Investment Company, Oklahoma 


City; and A. M. Burke, vice presi- 
dent and manager, loan 
department, Occidental Life Insur- 
California, Los 


mortgage 
ance Company of 
Angeles. 

The group all- 
inclusive topics as: Reports as an Aid 
to Management; Reducing Expenses 
by Means of Simplified Cost Con- 
trols; Work Simplification Techniques 
for the Smaller Mortgage Banker; 
Coordinating Production and Servic- 
ing Activities; The Importance of 
Management and Employee Rela- 
tions; and Foreclosures. 


will cover such 


Clinic in Seattle 


From San Francisco, the spotlight 
veers Northward, pin-pointing Se- 
attle as the site of our Northwestern 
Mortgage Clinic, May 18 and 19; 
and preceded immediately before, on 
May 17, by an MBA Mortgage Serv- 
icing Clinic. All for both 
meetings will be held at the Olympic 
Hotel. 


sessions 


W. R. Bryant 


W. A. Branigan 


For the Servicing Clinic, the pro- 
gram will be: 
>> First Servicing Clinic Session, 
Thursday, May 17, 10:00 A.M. 

First on the agenda will be a mess- 
age of greeting by William A. Brani- 
gan, president, Seattle MBA; and 
assistant secretary-treasurer, Carroll 
Mortgage Company, Seattle. Then, 
Thomas E. McDonald, vice president, 
T. J. Bettes Company, Houston, will 
speak on “Efficiency Through Man- 
agement-Employee Relations.” He 
will be followed by George H. Champ, 
vice president, Utah Mortgage Loan 
Corporation, Logan, Utah, whose 
topic will be “Reports Are Tools of 
Management—-What They Are and 
How to Use Them.” Concluding the 
morning session will be W. James 
Metz, MBA controller and director 
of accounting and servicing, Chicago, 
His subject will be: “Efficiency Stand- 
ards and Cost Control.” 
>> Second Servicing Clinic Session, 
Thursday, May 17, 2:00 P.M. 

A round table discussion of serv- 
icing problems will comprise the full 
program. W. James Metz will mod- 
erate the session. Topics to be under- 
taken include: Collections and the 
Chronic Delinquent; Accounting and 
Internal Control; Escrow Analysis 
and Collecting Shortages; Control 
and Payment of Taxes; Fees as a 
Source of Additional Income; and 
Hazard Insurance. 

Appearing with the group will be: 


Willis R. Bryant, vice president, 
American Trust Company, San Fran- 
cisco; H. F. Whims, assistant vice 


president, First Mortgage Company, 
Seattle; Albert L. Buchner, vice presi- 
dent, Commonwealth, Inc., Portland, 
Oregon; Clarence A. Hardesty, presi- 
dent, Carroll Mortgage Company, 
Seattle; Paul Akin, Federal National 
Mortgage Association, Los Angeles; 
A. M. Burke, vice president and man- 
ager, mortgage loan department, Oc- 





W. James Metz 


Paul J. Vollmar, Jr. 
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cidental Life Insurance Company ol 
California, Los Angeles. 

Ward A. Smith, president, Ward 
Smith, Inc., Tacoma, Washington, 
will preside over both sessions of the 
Servicing Clinic 

And for the Mortgage Clinic, it- 
self, the program shows: 
>> First Clinic Session, Friday, May 
18, 10:00 A.M. 

“The Mortgage Outlook,” a talk 
by MBA President Lindell Peterson, 
president, Chicago Mortgage Invest- 
ment Company, will lead off the day’s 
program. Vern R. Steffensen, senior 
vice president, First Security Bank of 
Utah, N.A., Salt Lake City, will fol- 
low Mr. Peterson. His topic will be: 
“Interim Financing of Closed Mort- 
gages and Long Term Forward Com- 
mitments.” Final speaker of the 
morning will be Dr. Paul Wendt, 
professor of finance, University of 
California, Berkeley, California, who 
will discuss “The Economic Outlook.” 


4 noon luncheon will be held in the 
Junior Ballroom of the Olympic Ho- 
tel. At this luncheon, Frank J. Mc- 
Cabe, Jr... MBA assistant secretary- 
treasurer, will discuss “The Research 
and Educational Trust Fund of 
MBA”: and Samuel E. Neel, MBA 
general counsel, Washington, D. C. 
will analyze “The Washington Pic- 
ture.” 
>> Second Clinic Session, Friday, 
May 18, 2:00 P.M 

G. C. Pettygrove, mortgage loan 
supervisor, Penn Mutual Life Insur- 
ance Company, Oakland, California, 
will lead off with ‘“‘An Analysis 
of Submissions from Point of View of 
Investors.” Next, John F. Austin, 
Jr.. MBA Vice President, and presi- 
dent, T. J. Bettes Company, Houston, 
will speak on “Management Succes- 
sion in Small and Growing Enter- 
prises.” He will, likewise, moderate 
a panel discussion on this same topic 
Joining him as participants will be 
Lindell Peterson, and Kenneth J. 
Morford, president, Burwell & Mor- 
ford, Seattle: Ward H. Cook. presi- 
dent, Ward Cook, Inc., Portland, 
Oregon; Thomas C. McMillan, pres- 
ident, McMillan Mortgage Co., Palo 
Alto, California. 


>> Third Clinic Session, Saturday, 
May 19, 10:00 A.M 

First address of the morning will 
be delivered by J J Braceland, vice 
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president, Philadelphia Saving Fund 
Society, Philadelphia. His topic will 
be: “The Role of Savings Banks in 
the Future of Mortgage Lending.” 
[he remainder of the session will be 
devoted to a panel discussion on 
“Production of Mortgage Loans.” 
Moderator for the panel will be Lo- 
well M. Baker, vice president and 
treasurer, Anthony, Baker & Burns, 
Inc., Spokane. His panel members 
and their individual subjects will in- 
clude: 


“Originating FHA and VA Loans,” 
Franklin D. Richards, president, 
Richards-Woodbury Mortgage Corp., 
Salt Lake City. 

“Soliciting Conventional Loans and 
Appraising for Investors,” Ralph B. 
Wright, president, Union Bank & 
Trust Company, Salt Lake City. 

“Submissions,” B. B. Bass, presi- 
dent, American Mortgage and In- 
vestment Company, Oklahoma City. 

“Processing,” James F. Kavanagh, 
first vice president, Dean Vincent, 
Inc., Portland, Oregon. 

“Closing,” Carl Schenck, vice presi- 
dent, Puget Sound Title Insurance 
Company, Seattle. 

All three sessions of the Mortgage 
Clinic will be presided over by Ben 
J. Smith, president, Seattle Mortgage 
Company, Seattle. He will also serve 
as toastmaster at the Friday noontime 
luncheon. 


THERE’S ENOUGH MONEY 


Continued from page 27) 


But this is not correct. The savings 
and loan association or bank in the 
small city is very definitely one of the 
institutional suppliers of funds which, 


in the aggregate, make up the general 
capital market. When funds become 
progressively harder to get in an area, 
they are generally becoming progres- 
sively harder to get in all areas as 
the result of national monetary pol- 
icy. Last year for instance, the Home 
Loan Bank System became extremely 
restrictive in its credit policy toward 
saving and loan associations. As a re- 
sult, a great many of these associa- 
tions were virtually out of the market 
in the fall of 195°. The action of the 
Home Loan Bank System in tighten- 
ing credit was not capricious, but con- 
formed to the general money market 
policy initiated by the federal reserve 
system to halt inflation. But many 
borrowers are unable or unwilling 
to understand that their local capital 
market is a part of the national mar- 
ket. 

The total supply of funds, that is 
savings, available to the capital mar- 
ket for investment is determined to 
a large extent by the willingness and 
ability of people to save. Their sav- 
ings flow into the large financial insti- 
tutions and are invested by them. The 
distribution of these savings between 
the various types of investments is 
largely determined by the compara- 
tive yields obtainable. I mentioned 
that the supply of savings for mort- 
gages may appear to become tight as 
a result of national monetary policy. 
But in this kind of situation it is not 
savings but credit which is tightening. 
The supply of funds for mortgages 
can also become tight even when the 
total supply of funds is increasing and 
when general monetary policy is un- 
changed. When a narrowing of the 
spread between yields on top-grade 
securities and mortgages occurs, the 
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ipply of funds can shift away from 
ortgages rather quickly, and _ this 
as happened in the recent past when 
jterest rates on VA and FHA loans 
maintained on unrealistic 


ere an 


sasis. 

Often, the grumbling that is heard 
from mortgage men that mortgage 
money is tight has no basis in fact. 
What is happening in these situations 
is that investors find that yields on 
securities more attractive than 
yields on mortgages or that various 
portfolio management considerations 
other 


are 


make investments more desir- 


able. 

Perhaps equally important in mak- 
ing the supply of funds for mortgages 
seem inadequate are the very easy 
terms permitted by VA and FHA 
regulations. Under these terms the 
demand for housing is greatly stim- 
ulated—over-stimulated in my opin- 
As a result, I am convinced that 
there would never be enough savings 
to supply the capital needs of our 
economy and at the same time finance 
all the attractive homes that people 
are able to buy on easy credit. Let 
me go a step further. I believe that 


ion. 


housing credit can be cheapened to. 


the point where an even greater vol- 
ume of housing than the current one 
can be financed, constructed, and 
sold very easily. But the result would 
be to starve the capital needs of the 
rest of the economy and to cripple 
economic progress. And 
situation such as this mortgage bor- 
rowers would probably complain that 
mortgage funds were The 
supply of savings is not enough to 
provide for the over-stimulated de- 
mand of the mortgage market and the 
legitimate needs of other sectors of 
the capital market. 

Of all know that the 
capital market is not a free market 
and that it has other rather curious 
aspects. For example, it has long been 
compartmentalized, but, with high 
taxes making tax exempt securities 
very attractive to some investors and 
government guarantees making other 
securities very attractive to other in- 
vestors, its various Compartments are 
becoming more fixed. Thus it is more 
difficult to keep investible funds mov- 
ing freely from one sector of the mar- 
ket to another. Also, direct govern- 
ment lending of various kinds and 
administered interest rates have intro- 


even in a 


scarce. 


course, we 


duced rigidities into the market. 
Thus, the free flow of funds are in- 
fluenced by government fiat. Funds 


flow into a sector if the administered 
rate is attractive but stop abruptly 
otherwise. 

With these general comments on 
the weaknesses of today’s capital mar- 
ket, I now turn to the flow of savings 
that will be available for the capital 
market in 1956 and how 
much of total supply will flow into 
the mortgage sector. 


estimate 


1956 Yields About the Same 

Comparative net yields determine, 
to a large extent, the flow of the avail- 
able supply of funds into the various 
sectors of the capital market. Because 
there is no reason to expect a signifi- 
cant change in comparative yields on 
the various types of investments in 
1956 it seems safe to that 
mortgage investments will continue to 
be as attractive to investors as they 
were in 1955. Other assumptions that 
I make regarding the supply of funds 
available to the capital market this 
year is that there will be no deteriora- 
tion of business conditions, individual 
incomes will remain high, and the 
rate of savings will increase over the 
rate that prevailed last year. 

In 1955 about $45 billions in new 
funds (savings and bank credit) were 
supplied to the capital market. Of this 
amount, about $42 billion came from 
various forms of saving. The other 
$3 billion came from the commercial 
banking system. These new savings 
took various institutional forms as in- 
dividuals saved through life insur- 
ance, time deposits in mutual savings 
and commercial banks, savings and 
loan associations, trust funds, pension 
funds, the various funds of the fed- 
eral, state and local governments, and 
a few other sources. And last year a 
substantial part of this flow of sav- 
ings came from corporations. 


assume 


During the long period of pros- 
perity that we have enjoyed since the 
war individuals have been saving with 
regularity through these institutions. 
An important part of institutional 
savings, namely life insurance and 
pension funds, is contractual in na- 
ture and is stable and dependable, 
although there is considerable irregu- 
larity in flow during the year. It is 
the total flow that must finance new 
capital formation. 


This vast fund of savings can be 
supplemented by the banking system. 
The extent to which the banking sys- 
tem can increase the supply available 
for investment depends of course on 
the policies followed by the federal 
reserve system. In a period of full 
employment such as the present one 
the federal reserve system has care- 
fully limited the capacity of the com- 
mercial banking system to increase 
credit. The reason for this should be 
obvious. Unrestricted bank credit ex- 
pansion could lead only to very seri- 
ous inflation. In 1955 credit policies 
were tightened by the federal reserve 
system so that a large part of the 
supply of funds available for mort- 
gage and other investments had to 
come from savings. Only 6 per cent 
of total new funds or about $3 bil- 
lion came from the banking system. 
In my opinon we can expect a con- 
tinuation of the present federal re- 
serve policy in the months to come 
and should look for funds to come 
from the non-bank institutions rather 
than from the banking system. Of 
course, a downturn in business would 
change federal reserve policy quickly. 

Individual savings through the 
various financial institutions may be 
at a somewhat higher rate in 1956 
than in 1955. There is some scattered 
evidence that individuals began to 
save at a slightly more rapid rate in 
the fourth quarter of 1955. They may 
continue to save at this higher rate 
in 1956. At present we know that in- 
dividuals are not spending as much of 
their income as they did in 1955. For 
instance, they are buying fewer auto- 
mobiles and probably will not increase 
their expenditures on durable goods 
this year as they did last year. The 
result is likely to be a greater flow of 
savings through savings institutions 
such as commercial and mutual sav- 
ings banks and savings and loans. 

Last year, because of the heavy rate 
of personal expenditure, we saw, for 
the first time since 1950, an impor- 
tant decrease in the rate of savings. 
The decrease was small but it was a 
sharp reversal of trend. There has 
not been a year since 1950, except 
for 1955, when savings did not in- 
crease substantially from year to year. 
I look for a resumption of the 1950- 
54 trend in 1956 with substantial in- 
creases in all forms of institutional 


(Continued on page 64) 
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Your MBA Research | 


Today, industry in general is spending considerable money for research, the results of which 
are bringing about ever-increasing progress in terms of new products, new methods, procedures 
and processes. This same need for research is likewise true in the mortgage banking industry. 
Your MBA Research Committee, headed by Robert H. Pease, Chicago, as chairman, has made 
an effective beginning on a number of research projects, four of which are nearly complete and } 
ready for distribution to the membership. Each one will have a direct interest for a substantial 
group of members, and all of them will have some degree of interest for all member firms. 


Starting May |, 1956, the membership will receive copies of these reports, all of which have 
resulted from the work of the Research Committee’s Sub-Committee—headed by Robert Tharpe, 
of Atlanta, in cooperation with the Chairman and with Lewis O. Kerwood, MBA Director of 
Education and Research. The reports will deal with: Purchasing a Mortgage Company, Oper- 
ating Branch Offices, Pension Plans and Profit-Sharing Plans for Mortgage Companies, and 
Loans for Land Purchases and Land Improvements. 


@ PURCHASING A MORTGAGE COMPANY 


By Lewis Grinnan, Jr., President, Lewis Grinnan Company, Dallas; Lemuel J. Holt, 
Secretary-Treasurer, W. A. Clarke Mortgage Company, Philadeiphia; Edward F. 
Lambrecht, President, Lambrecht Reality Company, Detroit, and many others with 
whom the author conferred during preparation of this report. 


The past few years have seen more sales of companies, consolidations and mergers than in any 
previous period. When the trend developed, it was realized how little we knew of how to value a 
mortgage company’s assets, what price to place upon servicing, tax problems involved, etc. The 
forthcoming study seeks to present a guide in purchasing a mortgage company. Lewis Grinnan, 
Jr., Dallas, is the author, but in assembling and preparing his material he drew upon the experi- 
ences of other members of the Research sub-committee as well as those of other mortgage bankers 
with recent experience in purchasing or selling companies. 


@ OPERATING BRANCH OFFICES | 


By Lemuel J. Holt, Secretary-Treasurer, W. A. Clarke Mortgage Company, Phila- 
delphia; Herman Altshuler, Executive Board, Feist & Feist, Newark; William I. 
DeHuszar, Treasurer, Dovenmuehle, Inc., Chicago; and others who have experi- 
enced such purchase transactions. 


Here is another development of the present active period of the mortgage industry. More branches 
have been opened by mortgage companies than ever before. How do you go about it, what yard- 
sticks do you use in determining when and where a branch is feasible, what volume is necessary to 
make it worthwhile, is it better to open a branch than expand the home office further? Firms 
which have opened branches in recent years had to use their best judgment—they had no scientific 
formulae to guide them. The second Research Committee study will give members a background 
of the known experience in this field. It is basically the work of Mr. Holt whose firm has been 
active in opening branches. 


ore 
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1 Committee Reports 


@ PENSION PLAN AND PROFIT-SHARING 
PLANS FOR MORTGAGE COMPANIES 


By R. F. Evans, Vice President and Treasurer, The Volunteer State Life Insurance 
Company, Chattanooga; H. Marvin Bastian, Vice President, Fidelity Investment 
Company, Wichita; Mark Gerecke, U. S. Mortgage Officer, The Canada Life Assur- 
ance Co., Toronto; A. J. Earling, Vice President, Wisconsin Realty Company, 
Milwaukee; and other MBA members who have submitted their own pension plans 
and profit-sharing plans for review by the Committee. A representative plan has 
been drawn by Berrien Tarrant, Professional Consultant for Pension Plans, who 
makes certain comments and recommendations regarding pension and profit-sharing 
plans, life insurance programs, and deferred compensation for executives. 


As late as five years ago, relatively few mortgage companies had pension plans for their personnel. 
In fact, when guidance in this field was sought, inquirers were directed to only about three or four 
working plans. More have been added in recent years. Now the Research Sub-Committee has 
collected a representative number and placed them with professional pension plan consultants who 
are preparing a representative plan which can be used as a guide. It is realized that no one master 
plan will fit the needs of all firms. This soon to be released master plan will serve as a guide; then 
if members wish additional information, the headquarters office will supply complete plans which 
others have used for such adaptation as is required. 


Robert F. Evans had the Pension Plan phase of this research project under his direction; and H. 
Marvin Bastian has been responsible for the profit-sharing plans aspect of the project. 


@ LOANS FOR LAND PURCHASES 
AND LAND IMPROVEMENTS 


By Edward F. Lambrecht, President, Lambrecht Realty Company, Detroit; A. J. 
Earling, Vice President, Wisconsin Realty Company, Milwaukee; and Lewis Grinnan, 
Jr., President, Lewis Grinnan Company, Dallas. 


Again, here is a project that reflects the changing conditions, the advantages as well as the risks in the 
field of real estate and mortgage financing. Desirable land in many metropolitan areas is fast run- 
ning out; we have a shortage of land as we have never experienced in the past. What are lenders 
doing in this field, what are the rates and terms for financing the purchase of raw land? Edward F. 
Lambrecht has set forth the principal factors a mortgage man ought to know about this aspect of 
mortgage financing. 


Thus, in four important areas, the Research Committee is about to offer the member- 
ship some new and significant facts they should know. And more projects are underway. 
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“We, in mutual savings banks, have a natural 
interest in better living for the communities 
we serve. Mortgage-loan investments are a 
ie : a major part of our business. Campaigns, 
...making us a nation ike Live Better Electrically, that promote 
- better living also promote the trend which 
of home owners is making us a nation of home owners. 
Home ownership creates better citizens, pro- 
vides an increased sense of security, builds 
better communities and makes possible rais- 
ing better children. I believe a home with 
adequate wiring, lighting, and with ample | 
provision for electrical products and appli- | 
ances is a more valuable home — a sounder 
investment.” 





Charles R. Diebold Fred 
President, National Association Presi 
of Mutual Savings Banks Ame 


ow bankers can make the most of 


LIVE BETTER...£ 


It has been estimated that new housing starts this year preset 
should reach 1,300,000. The Live Better Electrically cam- when 
paign will acquaint the buyers of these new homes with owne: 
sound reasons why it is important to provide for a growing the fu 
use of electricity in the years to come. Over 30 new elec- turn t 
trical appliances for home use have been introduced in the Ar 
last twenty-five years. A home that’s built to accommodate your | 
all of these, with spare provision for new electrical products book 
not yet on the market, will keep its value until the mortgage tial w 
is paid. steadi 

Another objective of the Live Better Electrically pro- your | 
gram is modernization of older homes. Over half of the 10 cer 
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‘al “As the principal lenders to home owners, 


es ” banks constantly seek means of encourag- 
a Banks welcome ing maintenance and improvement of 
'S, 5, homes. We believe the Live Better Elec- 
te the opportunity ... trically campaign is one of the practical and 
ch realistic approaches to this problem. 

rs. “In financing new homes, we realize the 
o- advantage to the home owner, as well as 
ds ourselves, of sound construction and ade- 
s- § quate wiring, with provision for future elec- 
th trical aids. “Banks have the capacity and the 
le background of many years of experience in 


this field of financing. Banks welcome the 
opportunity of cooperating in this effort 
by providing financing for sound programs 
which enhance the value of a home.” 





Fred F. Florence 
President, 
American Bankers Association 





Electrically 


present homes in this country were built prior to 1925, 
when there were few available uses for electricity. Today 
owners of these older homes need financing inordertoenjoy “*********"*"**"s""*"s**seee ee 8 
the full advantages of electrical living. Many of them will 
turn to you. 

A new 64-page book has been produced to help you help 
your customers live better electrically. In digest size, this 
book contains complete plans for “load-matched” residen- Please send me a copy of book entitled “How to help 
tial wiring systems . . . a new and realistic approach to a home owners LIVE BETTER . . . Electrically.” I en- 

¢ close 10 cents to cover cost of handling. 
steadily growing problem. For your copy, please contact 
your local electric utility or mail coupon at right enclosing 
10 cents to cover the cost of handling. 


LIVE BETTER .. . Electrically 
P.O. Box 543 
Great Neck, New York 


Name____— 





Street Address____ 





City State Zone 








3-902-7 


eoeeerek ee eo eeee eeeee#e#ese#s## # # # @ 
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Young Miss Maass 
bet her life 





“\ VEN at 6:00 A.M., it is warm in Havana. 
EK But young Miss Clara Louise Maass felt 
chilly. Her head ached. Worse, she knew 
nothing would help. 

The illness starts like any other febrile 
attack. But soon the face is flushed. There is 
high fever. After two or three days, the 
pulse becomes feeble, the skin cold and of 
a lemon-yellow tint. Chances of recovery 
hardly approximate 50%. 

In seven pain-wracked days, yellow fever 
killed Clara Louise. And it was her own 
doing. 

At Las Animas Hospital, Cuba, in 1901, 
volunteers were needed for the famous U.S. 
Army yellow fever experiments. 

And she, who had fearlessly nursed the 
worst fever cases, thought undergoing the 
disease herself would make her a better 
nurse. She asked to be bitten by an infected 
mosquito. “I tried to dissuade her,” said the 
medical director. “But she insisted.” 

So, in what would soon be America’s vic- 
torious battle against yellow fever, Clara 
Louise Maass bravely died as she had lived 

for others. 

Yet the steel of her quiet, devoted courage 
still gleams in the strength of today’s Ameri- 
cans. For it is still American courage and 
character that make our country secure — 
and that actually back our nation’s Savings 
Bonds. 

That’s why U.S. Savings Bonds are among 
the world’s finest investments. That’s why 
you're wise to buy them regularly, and hold 
on to them. Start today! 











* 


* 
+ 


It’s actually easy to save money—when you buy 
Series E Savings Bonds through the automatic 
Payroll Savings Plan where you work! You just 
sign an application at your pay office; after that 
your saving is done for you. The Bonds you receive 
will pay you interest at the rate of 3% per year, 
compounded semiannually, when held to maturity. 
And after maturity they go on earning 10 years 
more. Join the Plan today. Or invest in Bonds reg- 
ularly where you bank. 


Safe as America — US. Savings Bonds 


The 
Mortgage Banker The U.S. Government does not pay for this advertisement. It is donated by this publication in cooperation with the 
Advertising Council and the Magazine Publishers af America. 
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Philip Zinman Is Elected President 
of the New Jersey MBA for New Year 


Philip Zinman, president, South 
Jersey Mortgage Company, in Cam- 
den, was elected president of the New 
Jersey MBA at that group’s annual 
meeting in Newark. Other officers 
elected were first vice president, Rob- 
ert E. Smith, Mutual Benefit Life 
Insurance Co., Newark; second vice 
president, Frederick C. Stobaeus, Na- 
tional Mortgage Co., Newark; treas- 





urer, Raymond A. Mulhern, Under- 
wood Mortgage & Title Co., Irvington. 


At the meeting, Professor Raymond 
Rodgers of New York University 
spoke on “Will Mortgage Money Be 
Available in 1956?” The New Jersey 
association has set up committees to 
establish an annual scholarship award 
and a mortgage 
banking. 


regular course in 


Above, former president of the New 
Jersey group, Fredric S. Bayles (left) , 
vice president, Garden State National 
Bank, Teaneck, is shown placing the 
badge of office on new president, Mr. 
Zinman. 


>> PENSION PLANS: Funds set 
aside in insured pension plans in the 
United States increased by $1,275,- 
000,000 during 1955 and stood at 
$11,075,000,000 at the start of this 
vear. 

Almost entirely the development of 
the war and post-war years, there are 
18,980 of these plans covering 
+,150,000 individuals and establishing 
future retirement income of $1,815.,- 
000,000 annually. 


now 


This is shown in a survey just made 
by the Institute of Life Insurance, 
covering the employer-employee pen- 
sion plans now in force with the life 
insurance companies of the country. 

“The rapidity with which these 
plans have grown is demonstrated 
by the fact that the number of in- 
sured pension plans in force has 
nearly doubled and the total reserves 
set aside in these plans have more 
than doubled in the past five years. 
As recently as 1940, there were only 
1,530 insured pension plans in force 
throughout the country and they then 
covered only 685,000 persons. This 
voluntary planning for retirement by 
employees has increased six-fold since 
1940.” 

The employer-employee groups are 
now setting aside $1,415,000,000 an- 
nually in these plans, about 80 per 
cent being paid by employers and 20 
per cent by employees. 

Eventual income to be paid out by 
the insured pension plans is reported 
at $1,815,000,000 annually and even 
that income figure is understated, the 
Institute says, as over half of the per- 
sons covered come under deferred 
group annuities which are normally 
based on annual increment purchases 
of paid-up retirement income. In such 
plans the actual planned retirement 
income is much larger than the paid- 
up amount used te measure the plans. 


HOW INSURED PENSION PLANS 


HAVE GROWN 
Number of Plans in Force 


i940 @ 1,530 
1945 
1950 
1955 









6,700 
11,250 
18,980 





Number of People Covered 
(In Thousands) 


1940 in 685 
ios ORM 


1,465 
1950 MARRARARE 2.740 
1955 MRRARARARAAAD «150 


Institute of Life Insurance 











The group annuities in force at the 
start of this year covered 3,360,000 
persons under 4,750 master contracts 
and they accounted for $9,000,000,000 
of the pension reserves now set up 
with the life companies. 

Although most of the pension plans 
are of recent origin, many of them 
are already beginning to pay out re- 
tirement income to annuitants. The 
group annuities alone accounted for 
benefit payments of more than $160,- 
000,000 more than a year ago. 


>> BIG YEAR IN MAKING: Mort- 
gage financing extended by the na- 
tion’s life companies hit a record pace 
in the first two months of the year 
and on the basis of indicated com- 
mitments, will probably set a record 
for the quarter. 

During the first two months of this 
year real estate mortgages acquired 
by the life companies totaled $1,210,- 
000,000, one-fifth more than in the 
corresponding period of 1955, when 
they were at a peak level. 

This brought total mortgage hold- 
ings on February 29 to more than 
$30,000,000,000, up $669,000,000 
since the first of the year and $3,643,- 
000,000 more than a year ago. 

Increases are reported in the first 
two months of this year in all types 
of mortgage financing, but the largest 
percentage gains have been in FHA 
mortgages. Conventional city mort- 
gages continue to lead in volume, ac- 
counting for nearly half of the life 
company mortgage acquisitions. 

On March 1, the nation’s life com- 
panies had $14,804,000,000 invested 
in conventional mortgages, $6,635,- 
000,000 in FHA mortgages, $6,360,- 
000,000 in VA mortgages and 
$2,303,000,000 in farm mortgages. 

The aggregate mortgage investment 
of the life companies averages nearly 
$300 per policyholder. 


>>? DEVELOPMENT: New York 
State took its first step in giving the 
ball to private enterprise to take a 
lead in slum clearing and urban re- 
habilitation. 

Governor Harriman signed the 
Watson Bill setting up a mortgage 
facilities corporation to pool funds 
for such purposes. The membership 
of the corporation will consist of 
banking organizations, insurance and 
surety companies on a voluntary basis. 
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THERE’S ENOUGH MONEY 
(from page 57) 

The result should be a larger 

supply of funds available for invest- 

ment in the capital market. 


saving. 


Forecasting the supply of funds that 
will be investment in 
the capital market is extremely haz- 
ardous and often inaccurate. Never- 
theless, I believe I can state with cer- 
tainty that the supply in 1956 will be 
greater than in 1955. It is another 
matter to be precise as to amount but 
I am of the opinion that the supply 
of funds from non-bank sources will 
probably range from $46 to $48 bil- 
lion. I should add that I don’t be- 
lieve this will quite satisfy the total 
demand for funds, but the shortage 
will be small and will be furnished 
easily by the banking system 

How much of this estimated total 
supply will be required to finance the 
increase in the mortgage debt? To 
answer this question we must review 
the factors that have encouraged the 
growth of the mortgage debt and de- 
termine whether these factors will be 
operating in 1956 with about the 
same strength as in past years. It is 
apparent to me that the potential de- 
mand for housing is still strong given 


available for 


an environment of very easy mortgage 
terms. This environment, I might say, 
seems assured. Another important 
is the attractiveness of mort- 
gage yields compared to yields on 
other investments. Here I look for no 
change significant enough to induce 
lenders to their funds away 
from mortgages inte other sectors of 
the capital market. In fact this and 
other evidence points to a greater rise 
in the mortgage debt in 1956 than in 
1955. This course, a 
heavier volume of financing and a 
need for a greater supply of funds this 
year than last year. In 1955 the mort- 
gage debt increased about $17 billion. 
Of this increase about $13 billion was 
accounted for by the increase in debt 
on residential property and about $4 
billion supported the increase in the 
commercial, multifamily and farm 
mortgage debt. As a reasonable esti- 
mate, or maybe a big guess, I believe 
that the total mortgage debt in 1955 
will increase another $18 or $19 bil- 
lion. The increase in the residential 
debt will probably range between $13 
and $14 billion. 

My estimate of the total supply of 


factor 


move 


means, of 
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funds that would be available for in- 
vestment in the capital market in 
1956 ranged between $46 and $48 bil- 
lion. This large supply of new funds 
should be adequate to finance not 
only the increase in the mortgage debt 
but also all other forms of debt with 
yields at about the levels prevailing in 
the first quarter of 1956 or slightly 
below. 

The outlook then is for an ade- 
quate supply of funds for the mort- 
gage market. The growth in savings 
will be large and should create a sup- 
ply of funds which will effectively 
take care of the demand for capital 
with little reliance on the banking 
system. 


>> A FIRST: The first individual 
homes to benefit from FHA mortgage 
insurance in an urban renewal proj- 
ect will be built in Perth Amboy, 
N. J. FHA has issued the first group 
of 88 commitments for new houses 
in a 195-home development there. 
The land developed is surrounded 
but not crowded by industry. Al- 
though once threatened by blight, the 
area will now be served by public 
transportation and utilities and will 
benefit from the latest techniques in 
land planning, according to FHA. 

Four of the homes have already 
been completed and are serving as 
models. It is expected that prices 
will range from $13,600 to $17,000. 

Having qualified for mortgage in- 
surance under Section 220, more 
favorable financing terms than are 
otherwise available can be arranged 
for purchasers. Section 220 is the 
special program providing government- 
backed private financing for neighbor- 
hood conservation and rehabilitation. 

Forbesdale is a certified urban re- 
newal project developed under a gov- 
ernment approved workable program 
for Perth Amboy. The urban renewal 
plan was certified to FHA by the 
Housing and Home Finance Adminis- 
trator as being eligible for FHA mort- 
gage insurance under the terms of 
Section 220. 

The four finished homes serving as 
models constitute the first completed 
structures in the country to have 
qualified for Section 220 mortgage 
financing Mr. Mason noted. 

The necessary capital is being sup- 
plied by the Jersey Mortgage Com- 
pany of Elizabeth, N. J. 











CALIFORNIA 
LOAN REPRESENTATIVE 
Family man 40. 15 yrs. banking- 


appraising Ohio, Washington, Calif. Open- 
ing office July servicing Santa Barbara & 
Ventura Counties. Loans & insurance only. 
Licensed. 300,000 people. Growing, 
wealthy area. Strong demand conven- 
tional, construction business loans. Young, 
able, aggressive, graduate accounting-eco- 
nomics-business. Knows territory street-by- 
street, lenders, builders, brokers, appraisers, 
title-men. 3 yrs. chief appraiser local $15 
million assoc. SEEK MORTGAGEE 
WITH PROMPT WIDE-AWAKE SERV- 
ICE. PLEASE WRITE BOX 375. 


Your net profit depends upon your 
service executive. The best man makes 
you the most money. If you need the 
best, write Box 376. 


Executive level position. Experience, 
twenty years insurance Company, mortgage 
department, seven bank vice president ad- 
ministering branches, rural-urban public 
relations. Write Box 378. 


MORTGAGE DEPARTMENT 

. . . Of successful, progressive bank in 
growing South Jersey area requires experi- 
enced man to assist top official with ad- 
ministrative functions. Man we seek is 
officer calibre, mature, with good mortgage 
and credit experience and sound educa- 
tional background. Talents preferred in 
administrative rather than sales field. Flex- 
ible age limits with ideal in 35 to 40 year 
range. 

This is a challenging position with many 
benefits and should appeal to the man who 
feels he is limited at present. Write giving 
age, education, experience, salary desired 
and when available for interview. Replies 
will be treated confidentially. Write Box 
379. 


NEED MORTGAGE MAN? 
Desire greater opportunity and career with 
insurance company, large realtor or mort- 
gage banker, or bank. Now employed by 
major insurance company. Two years best 
field experience in all phases but farm. 
Age 31, married, college grad., MAI Candi- 
date, top production record, hard worker, 
will relocate. Salary open. Resume on 
request. Write Box 381. 


If you have a personnel problem of any 
kind, this column is the place where the 
solution may be found. At a cost of only 
45c per word you can use space here to 
find an employee for any position in a 
mortgage organization. 


EXPERIENCED 
Mortgage Loan Man 


Desires to associate with existing mortgage 


banker or insurance company or to estab- 
lish branch mortgage loan office in Colum- 
bia, South Carolina. Write Box 380, The 


Mortgage Banker, 111 
Chicago 2, Il. 


W. Washington St., 
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The West Coast 


Old Republic 


Life Insurance Company 


Here ended the trails of swashbuckling Spanish dons 
and dogged pioneers. Here descendants of many na- 
tions dream again...and make their dreams come 
true. This is an enchanted land of picturesque shore- 
lines and snow-capped mountains...mammoth for- 
ests, fertile valleys, flowers and barren desert...cos- 
mopolitan cities and isolated ranches. It is a land of 
glamor and plain hard work—at once a playground 
and a challenge. 








The challenge of this land welds families, homes, 
financial institutions into a working whole. Here, 
as in all America, both instalment credit institutions 
and their customers benefit from Old Republic’s com- 
plete line of credit life, accident and sickness insur- 
ance. A phone call, wire or letter will bring the man 
from Old Republic with details. Address Old Republic 
Life Insurance Company, 307 North Michigan Ave- 
nue, Chicago 1, Illinois. 





heads you win.. p: 





--- fails you win 


TITLE INSURANCE’S Two-Way Protection 
Cinches Profitable Mortgages for You! 


It protects your mortgage. It insures you against the worry of 
] troublesome claims and costly losses due to defects in title to 
® the security property. 





it facilitates marketability. You gain speedier transfer and more 
? profitable sale of mortgages because it’s easy to show vital proof 
e of a clear, risk-free title. 


Call in an experienced agent of Kansas City Title today ...He’s your best 
bet for speedy, dependable service. Or write direct to the Home Office. 
You can’t lose either way. 


Kansas City fille, 
WSUIlCCHCE Company 


Baltimore, Maryland—210 North Calvert Street 
Title Building, 10th & Walnut Streets Little Rock, Arkonsas—214 Louisiana Street 
Konsos City 6, Mo Nashville, Tennessee—S.W. Cor. 3rd & Union St. 


Capitol, Surplus and Reserves Exceed $4,000,000.00 BRANCH OFFICES: 
Memphis, Tennessee—1141 Sterick Building 








